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DEPOSITED BY THE 
UNITED NATIONS 


DEPOSITED BY THE 
UNITED STATES OF 4MERICA 


FUTURES TRADING—ONIONS 


SATURDAY, MARCH 24, 1956 


House or REPRESENTATIVES, 
SpPecia, SUBCOMMITTEE ON FUTURES 
TRADING tn PerisHABLE CoMMODITIES, 
CoMMITTEE ON AGRICULTURE, 
Chicago, [il. 

The special subcommittee met, pursuant to notice, at 9:30 a. m., in 
the city council chamber, Chicago City Hall, 121 North La Salle 
Street, Hon. Watkins M. Abbitt presiding. 

Present : Representatives Abbitt and McIntire. 

Also Present : Francis M. LeMay, staff member. 

Mr. Aspirr. The meeting will come to order. 

This meeting is a meeting of the Special Subcommittee on Futures 
Trading in Perishable Commodities of the House Committee on 
Agricu ture. 

The purpose of the special committee is to study the effect of 
futures ale on the marketing of perishable agricultural commod- 
ities, specifically, onions and potatoes. 

The purpose of the meeting here is to deal with the onion futures. 
We felt that it would be a fine idea for this committee of Congress to 
come here where we felt it would be more convenient to the producers 
to be heard than it would be for all of you people to have to come to 
Washington. 

There has already been one field hearing in Maine on potatoes. 
There will be other hearings, to reach all segments interested in this 
matter, and they will be heard fully. 

We are glad that we have a number of people here who I assume 
will want to testify. We want to hear everyone who desires to be 
heard. If you have statements prepared, we will be glad to have you 
file them for the record. They vill be considered the same as if you 
testified. 

The evidence will be taken back to the full committee and gone over 
thoroughly. In addition to that, if a witness states a proposition or 
a problem and you agree with it, we will be glad to know that and it 
will go in the record. You may add any information that you care 
to give us later. 

am Mr. Abbitt from Virginia. This is Congressman McIntire 
from Maine, whom I want to recognize in just a minute. And then 
Mr. Francis LeMay, who is the clerk of the special subcommittee. 

If any of you have statements you can turn them over to him, so 
that we can be sure they will be made a part of the record. 

In addition to that, we received a number of letters and telegrams 
here this morning. We assure you that they will be properly gotten 
before the full committee. 
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I would like at this time to recognize Congressman McIntire who is 
fully familiar with this problem. 

Mr. McIntie. Mr. Chairman, may I express to those assembled 
our appreciation for their interest. I am sure their interest stems 
out from their activities in the commodity in which they are interested. 

I want to say that my interest in futures trading stems primarily 
from my interest in potatoes, because my original association before 
going to Congress was with the potato industry as a producer. And 
I became concerned about the impact of futures trading on the prices 
received by producers in Maine, because practically all of the futures 
trading on Irish potatoes is done on the Maine potatoes and not on 
a produced in any other State except some minor trading on 

daho contracts. 

And I became more deeply interested in the relationship of prices 
on the street to futures prices, I became more and more aware of the 
fact that producers of onions were concerned with a problem which 
had something of the same relationship. And when I presented this 
matter before the House Committee on Agriculture, potatoes and 
onions were the commodities which were designated as being of spe- 
cial interest within the framework of futures trading generally on 
perishable commodities. 

Let me say that, as the chairman has said, it is this committee’s 
lan—one which we have already started to develop in a hearing on 
utures trading in Maine on potatoes, a hearing held in December— 

that, in developing this plan, it did want to hear first from producers, 
assuring other elements interested that they, too, would have an op- 
portunity to be heard later. 

It has been suggested that, following a hearing with producers, 
those interested in futures trading in terminal markets and those 
who are active in the respective exchanges would have an opportu- 
nity to present their thoughts, and that the regulatory body in the 
Department of Agriculture would also have an opportunity to ex- 
press to the committee its thoughts relative to the contracts and 
practices. 

And then the Department of Agriculture has been carrying on 
some research work, and it is our thought that that study, too, should 
be a part of the committee’s record. 

And so this meeting is a part of that broad schedule. We are 
interested in getting as complete a record as possible relative to pro- 
ducer interests, both for and against, you might say, the concept of 
futures trading. 

May I again say that I am very happy to have the opportunity of 
being here to listen to onion producers and assure you that this sub- 
committee is interested in your problems as well as those of other 
producers who are in this same general sphere of operation. 

Thank you, Mr. Chairman. 

Mr. Assitr. We have a list of witnesses who have written in to the 
committee asking to be heard. We will not be limited to our list, 
but the only way to do, I believe, is to take up the list we have first. 
We will hear from others who want to be heard. 

The first name I have is that of Jo Saito, of Ontario, Oreg. If you 
come around, we will hear you. 








FUTURES TRADING 83 


STATEMENT OF JOE SAITO, MALHEUR ONION GROWERS 
ASSOCIATION, ONTARIO, OREG. 


Mr. Sarro. My name is Joe Y. Saito. I, as president, am repre- 
senting the Malheur weeny Sein Growers Association, an incor- 
porated group of 178 members, who annually grow an average of 
3,000 acres of onions. Our shipments over the past years have con- 
sisently averaged at least a carload per acre. 

The trading in onion futures is a long way from our district, and 
the sweet Spanish onions, the chief variety we grow, is not even 
traded on futures contracts. The fact that the futures market still 
depresses the price of onions in our district constitutes the major rea- 
son for our members wanting onion futures trading eliminated. 

Several things take place as a result of speculation in onion futures 
that work to the detriment of the industry at the grower level. In 
the first place, there is the matter of the time of contracting delivery 
on the futures board. 

November 1956 onions could be bought or sold on the board in De- 
cember of last year, 11 months ahead of delivery. This time interval is 
explained as giving growers a chance to hedge against price drops 
ahead of any of the current year’s growing expenses. 

The actual effect is for speculators, with more funds than onion 
growers have in the spring, to enter into the November contracts, and 
then contract in turn with growers to plant the acreage for delivery. 

Most growers, who must bear the expense of growing the crop, are 
unable to put up $300 per carload to hedge the onions and also meet 
possible margin calls. The onion market is very sensitive to total 
supply, and it is always necessary for each grower to watch the na- 
tional picture on plantings, and for all growers to attempt to plant 
so the total production can move to market. 

Consider the effect then, of a few thousand, or tens of thousands, 
of acres of onions planted for the sole purpose of being sold on the 
board, and somebody else being stuck with their delivery into consum- 
ing channels. 

The effect, invariably, is plantings above the potential use of the 
product, as the onions for futures contract delivery are planted with no 
consideration of outlet other than the price that can Ihe written into 
the futures contract. 

Then consider the effect of onions contracted on the futures board 
when they are delivered. Only about 114 percent of onions traded on 
the futures are ever delivered, but when trading runs to 150,000 carlots 
on one crop, even this small percentage becomes a sizable total. 

Onions are not bought or sold on the profit that can be derived from 
buying and selling contracts as prices change prior to delivery date. 
But the delivery time eventually comes, and some unwary investor 
holds the purchase contract and must take delivery of the onions. 

he have outlets in the produce trade to move onions into 
consumption channels? Probably not, because people in the onion 
business rather than the speculating business usually keep these chan- 
nels pretty well located and supplied. 

So he is stuck with the onions. One guess as to what will be done 
with them will hit right on the nose. Sitviies. Take a loss, but get 


what you can. Sell enough below the onion market to get them sold. 
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And so the market price to the producer who tries to make his living 
by selling onions is cut in half by a mere byproduct of an operation to 
make profits from speculation. This situation is not theoretical. 

Medium onions from our district have been unable to move into 
many of our customary markets in the Midwest this season. Why? 
Medium yellow globe onions delivered on futures contracts to Chi 
were selling in these markets at a price slightly above what our freight 
cost would be to deliver onions there. 

The total onion crop is a perishable, with supplies varying greatly 
at different times during the marketing season. The local crop is not 
so large but what a few investors can buy or sell a large enough 
percentage of the crop to actually manipulate prices. We feel that 
these factors make onions unsuited to futures trading practices that 
— be all right for a stable, high volume crop such as cotton or 
wheat. 

The members of our association feel the foregoing facts conclusively 
prove our contention that onions, because of their highly perishable 
nature, are not logical or reasonable futures subjects and that the 
onion futures board has grown to be a hazard to the onion industi 
comparable to the risks of weather, overproduction, and disease. We 
will take our chances with the natural Leneake of the industry but 


do not feel that we should become the victim of speculators out to 
make a fast dollar. 

We ask the Congress of these United States to abolish futures 
trading in ouions and put these onions back in the hands of the 
industry. 

Mr. Assirr. We thank you very much for your statement. You are 
a producer of onions, you said ¢ 


r. Sarro. Yes, sir; I am. 

Mr. Assirt. Are all of your members producers? 

Mr. Sarto. Yes, they are. 

Mr. Assitr. Do you care to ask any questions? 

Mr. McIntire. How many acres of onions do you produce? 

Mr. Sarro. I, personally ¢ 

Mr. McIntire. Yes. 

Mr. Sarto. I am in partnership with 2 brothers and we raise about 
45 to 50 acres annually. Our crop planted this year is 45. 

Mr. McIntire. What is your normal market area, the west coast 
generally, or do you normally ship to Chicago? 

Mr. Sarro. Normally our shipments come to the Midwest and east- 
ern markets. Some of our mediums during the storage season do go 
to California markets. 

Mr. McIntire. Then do I draw from your statement that the deliv- 
ery in Chicago of a carload of onions to meet futures contract has an 
impact within your normal marketing area ? 

Mr. Sarro. Yes. You mean that because of the impact caused b 
futures onions delivered into Chicago our prices are definitely af- 
fected ? 

Mr. McIntire. Yes, that is my question. 

Mr. Sarro. That is correct. 

Mr. MoIntire. Thank you. 

Mr. Asprrr. Thank you very much, Mr. Saito. 

Mr. Sarro. Thank you. 
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Mr. ABBITT. The next witness I have on the list is Mr. Douglas 
McGinnis, Southwest Idaho Onion Growers Association, Weisér, 
Idaho. 

Is Mr. McGinnis here ? 


STATEMENT OF DOUGLAS McGINNIS, SOUTHWEST IDAHO ONION 
GROWERS ASSOCIATION, WEISER, IDAHO 


Mr. McGinnis. Chairman Abbitt and members of the committee, 
my name is Douglas McGinnis. I have been authorized to represent 
the members of the Southwestern Idaho Onion Growers Association. 
Normally, members of this association produce over 2,800 cars of 
onions on approximately 2,800 acres. 

Onion growers have many hazards to contend with before the final 
product can be marketed. These hazards, such as weather, insects, and 
disease, are severe, to say the least, and we do not feel we should be sub- 
jected to the even greater hazards of the depressing effects of uncon- 
trolled futures trading in onions. 

The past season clearly illustrates this. When we had a below 
normal supply prices were still depressed so far below true values that 
growers had another season of loss. 

As shown in the CEA report of September 30, 1955; table I, page 6 
shows 47 percent of the 16,176 contracts were controlled by 15 men. 
Thus, less than 2 percent of 813 total futures traders controlled almost 
one-half of the total onion contracts, long, short, speculative and 
hedging. 

In view of the disastrous declines which occurred after September 
30, we maintain this shows evidence of probable manipulation. Being 
a perishable vegetable the onion market is easily influenced by even 
minor factors. Futures trading causes wide fluctuation and the mar- 
ket is never stable. 

Always sensitive to supply and demand the onion market can no 
longer be gaged on a supply and demand basis when a very few cars 
one way or the other can either break or make a market. 

With the opening of futures trading 4 to 5 months ahead of planting 
time, 8 to 9 months before harvest, and 11 months before delivery a 
season can be and is wrecked before it starts. 

Right now, all the members of our association are very much in- 
terested in the amount of plantings in all onion districts as we realize 
the supply has to be kept in line with the amount of onions that can 
be consumed; whereas growers who are planting for board specula- 
tion, and in many instances for board speculators who are financin 
them, do not care if there is a market or not as their onions are or 

Thus, all this acreage is over and above the amount that is needed 
for a normal supply, yet these onions must go into the trade at some 
salvage price. 

Gentlemen, as onion growers we are and always have been willi 
to take our chances with weather, insects, disease, and the norma 
hazards of producing a crop. We cannot, however, cope with the 
situation of futures trading when a few gamblers and speculators can 
control the destiny of an industry and ruin the effort of many thou- 
sands of honest and hard-working men. 


72795—56— pt. 2——-2 
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We ask you to seriously consider our problem and we urge passa 
of H. R. 7920 and S. 3204. These bills, now in Congress, will abolis 
futures trading in onions. 

As a perishable crop with little storage stability, no manufacturing 
value, subject to the many unpredictable ups and downs of modern 
marketing, onions are not and have never been a logical and reason- 
able commodity for futures trading. [Applause.] 

Mr. Azsrrr. Mr. McGinnis, you are a producer of onions? 

Mr. McGinnis. I am. 

Mr. Assrrr. What is the extent of your crop? 

Mr. McGrynis. I normally raise anywhere from 25 to 30—35 acres 
of onions. 

Mr. Asstrr. Just for my information, what would you on the aver- 
oe on an acre? 

r. McGinnis. Beg pardon ¢ 

oy Assirr. How much would you on the average produce on an 
acre 

Mr. McGrnnis. Two years ago I had 55 acres and I produced 
34,500 field bags of approximately 85 to 90 pounds per acre. That is 
an exceptionally aio yield. 

Normally, we would produce what would pack out, probably a little 
better than a car to the acre of packout onions. 

Mr. McIntie. I am interested in our observation here on page 2 
relative to, you say, in many instances where board speculators who 
are mee them, do not care if there is a market or not, if their 
onions are sold. 

I want to get at this matter of financing just a little. 

Are the onions produced in your area the type which are eligible 
for delivery to satisfy future contracts ? 

Mr. McGinnis. They are not. 

Mr. McIntyre. They are not? 

Mr. McGinnis. They are the sweet Spanish variety. 

Mr. McIntyre. In connection with the financing, in your area is 
the bulk of the crop financed by the regular means of financing, I 
mean through the borrowing of money from lending agencies, or your 
farmers’ personal resources, or do you have a sizable volume of pro- 
duction in your area that is grown under some type of contract 

Mr. McGrynts. A great many of our growers for the past 3 years, 
the onion deal the way it has been, and for several past years before 
that, have been contracting onions. And the attitude that some of 
them take that contract with these gentlemen who are furnishing 
the money, is that “We will contract 10 acres, we will plant a few extra 
acres to speculate on.” 

Consequently, we have an acreage increase that is over and above 
what they normally should raise. 

Mr. McIntyre. What are the terms of those contracts, generally? 

Mr. McGrxnis. I do not know the exact terms of them. They 
make them a downpayment on the contract of so much per estimated 
car. They usually figure a car to the acre. They will make them a 
downpayment of so much per car. 

Then as the growing season progresses, they will advance them 
more money as the season goes along. Each and every one of the 
contracts in many instances are different. 
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Mr. McIntyre. Those contracts on the 1955 crop, to take a specific 
year, would those contracts on the average be equivalent to the cost 
of production to the grower ? 

r. MoGinnis. In most instances I would say yes. 

Mr. McInryre. But in most instances would they operate on a mar- 
gin over and above the cost of production ? 

Mr. McGrynts. In most instances up to harvest times, yes. 

Mr. Mcintyre. Would you have any idea percentagewise as to the 
number of growers? You refer here to your Idaho Growers Asso- 
ciation. How many growers do you have in that organization ? 

Mr. McGinnis. We have 154 growers. 

Mr. McIntyre. Would you have an idea out of those 154 growers 
— how many of those did contract financing in the 1955 produc- 
tion 

Mr. McGrynis. I would not have that on the total of 154 growers. 
I would have a wer good idea on our own locality, around the Weiser 
area. I would say there were probably 25 or 30 percent of that grow- 
ers that would be contracting. 

Mr, McIntyre. Among your yrs what part of the total farm 
operation is onion production? You have quite a diversified farming 
area there; do you not ¢ 

Mr. McGrynis. That would be a very hard question to answer, 
as you have large farms, and you have some of the smaller ones, 
You take a man with 40 acres, what he would normally raise, would 
be probably 10 to 15 acres of onions, and diversify the rest. 

Mr. MoIntire. What would these other products be, produced on 
those acres, where he has 10 or 12 acres of onions? 

Mr. McGinnis. He would probably have beets, some alfalfa, beans, 
corn—silage corn in our instance; quite frequently wheat, potatoes. 
Well, you might say, just the most general diversified farming. 

I would like to add one other thing, too. On a considerable number 
of these contracts that are drawn some of the shippers when they con- 
tract and the sale is made, they also enter into another contract with 
the grower. If he buys 8 cars of onions and furnishes the money to 
wtodms them, he also takes a contract or a marketing agreement for 
the additional 8 cars of onions that he might raise on prices at the 
time that the producer would sell them. But it gives him control of 
the onions to put them into the channels that he might see fit to do. 

Mr. MoInriee. The producer is not free to market those where he 
wishes ? 

Mr. McGrynis. No. 

Mr. McInttie. Is it a common requirement in consummating a 
contract for the initial financing, that the additional production shall 
be available to that particular iinven-is that a common requirement 
in an onion financing contract ? 

Mr. McGinnis. In a great many cases the contract that was made, 
the original contract for the purchase of the onions, the other contract 
went rom along with it. 

Mr. McIntme. He could not have one without the other ¢ 
Mr. McGrynis. Right. 

Mr. McIntire. Thank you. 
Mr. Assirr. We certainly thank you, Mr. McGinnis. 
Mr. McGinnis. Thank you. 
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Mr. Assirr. Mr. Burns of the Southwest Branch Idaho Growers 
and Shippers Association, Nampa, Idaho. 


STATEMENT OF C. H. BURNS, SOUTHWEST BRANCH IDAHO 
GROWERS & SHIPPERS ASSOCIATION, NAMPA, IDAHO. 


Mr. Burns. Honorable Chairman, Honorable Congressmen, and 
guests, I am C. H. Burns from Nampa, Idaho. I am appearing at 
this hearing at the request of, and represent the onion growing in- 
dustry and the Idaho Grower Shippers Association of Southwest 
Idaho and Malheur County, Oreg. ; 

The trading in onion futures was established in 1942 just after the 
beginning of World War II without the consent of the onion growers. 
During the war years it did not cause any trouble due to ceiling prices 
and caused no serious trouble until the past 3 years, when trading has 
been increasing tremendously and has been greatly affecting the prices 
of the physical onions. 

For aoe this trading was not under any Government control, but 
through legislation was placed under Commodity Exchange Authority 
in the summer of 1955. As was expected, it was found that this did 
not cure the evils that had existed and the situation became unbearable. 

So the National Onion Association at their annual meeting Decem- 
ber 2, 1955, led the way in passing a resolution asking that legislation 
be enacted completely abolishing all future trading in onions. Imme- 
diately following this, many local onion-growers associations through- 
out all of the late onion-growing States passed similar resolutions. 
These resolutions have all been filed with your committee. These 
resolutions represent at least 99 to 100 percent of legitimate onion 
growers. 

From a survey made of these associations it was found that 99 to 
100 percent of them were in favor of abolishment of the onion futures. 
The only growers that are now in favor of the trading are those that 
are financed by members of the exchange, many of these are hedged 
prior to planting time and thereby encourage surplus acreage. 

It appears the exchange has made use of fictitious and misleading 
advertising in order to stimulate the planting of extra onion acreage 
for hedging purposes only. This financing makes the extra acreage 
possible in that future trading is opened several months ahead of 
pootee time at prices that seem attractive. These actual onions 

ave to be eventually consumed by the public. All of these extra 
onions grown for hedging only means surpluses. Everyone knows 
that increased acreage and production is the cause of our agriculture 
marketing problems. 

Over a 3-year period—for years 1953, 1954, 1955—there were a total 
of slightly under 400,000 cars traded on the exchange. With these 
heavy commitments actual deliveries only run slightly over 1 percent. 
During this period there was only around 15,000 cars of onions grown 
that were eligible for delivery on the board. 

Delivery in option months always means heavy track holdings, 
most times running double and up to four times above normal on the 
track in Chicago. Heavy track holdings always cause gluts, very un- 
settled and demoralized market. It entirely defeats the general struc- 
ture of orderly marketing. 
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One investigation by the CEA found that 15 individual traders or 
2 percent of all traders held nearly 50 percent of all such trading. It 
isa deplorable situation when it is possible for a small group of 
individuals to destroy the entire structure of the onion-growing in- 
dustry effecting some 12,000 legitimate onion growers. 

Before this future trading was in existence onion growers were 
prosperous and are not asking why they have to live with this lawful 
gambling menace. It is considered worse than horseracing and slot 
machines, which, of course, are unlawful interstate transactions. 

Statistics mean nothing as far as future trading are concerned. 
This year’s crop was much under normal due to hurricane, flood and 
freezing damage throughout the growing season, yet prices have been 
driven down to all-time low levels, 

March futures trading during this season ranged from a high of 
$2.75 or $1,650 per car to a low of 10 cents or $60 a car, delivered Chi- 
cago, and finally closing out at 15 cents or $90 per car—some fluctua 
tion of $1,590 per car. 

Onions are highly perishable and are not suitable or adaptable to 
futures trading. 

The any of the onion grower is in the hands of our Congress in 
passing legislation that will abolish what appears to be a vicious, un- 
scrupulous futures trading practice by a few individual gamblers and 
manipulators. 

I believe with the testimony given here today that our honorable 
Congressmen will be able to return to Washington and recommend the 
expedient passage of King’s House bill 7920 and support Welker- 
Dworshak Senate bill 3204 when it comes before the House. 

It is imperative that these two bills be passed during the present 
session of Congress, otherwise it is going to mean bankruptcy and ruin 
for many onion growers throughout the Nation. 

According to a Government report recently released showing Inten- 
tions to Plant, we are already faced with excessive production this 
year, due to the acreage to be planted by growers who grow onions 
for hedging purposes only, but with the abolishment of the Board this 
acreage will disappear in future years. 

The onion growers need your immediate help in order to avoid 
complete ruin. I am sure that you will realize after testimony pre- 
sented the plight of the onion growers of the Nation. Their income 
has been declining at an alarming pace during the past 3 years. 

In order to conserve time I have not given the original testimony 
that I intended, but I am handing it to you for exhibit for the official 
record which gives you more detail. 

I am presenting for the official record two petitions against future 
trading which have been signed individually by shippers, handlers, 
and growers of onions in Idaho and eastern Oregon. Also, an exhibit 
text of an address made before the United Fresh Fruit & Vegetable 
Growers Association in Chicago, February 3, 1954 by William J. Mc- 
Cormick, of Philadelphia, Pa. 

Mr. Asprrr. Thank you, Mr. Burns. 

Without objection we will make your additional statement a part 
of the record right along with the other evidence. 

Mr. Burns. Yes; thank you very much. 

(The statement and printed material is as follows :) 
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STATEMENT or ©. H. Burns, NaMpa, IDAHO 


Honorable Chairman, honorable Congressmen, and guests, I am C. H. Burns 
from Nampa, Idaho. I am appearing at this hearing at the request of, and rep- 
resenting, the onion-growing industry and the Idaho Grower Shippers Associa- 
tion of southwest Idaho and Malheur County, Oreg. 

The trading in onion futures was established shortly after the beginning of 
World War II in September 1942, and was forced on the onion growers and 
onion industry without their general consent. During the war years this trading 
was more or less limited due to the ceiling prices. After the war we had 2 or 3 
short crop years throughout the United States and this future trading did not 
cause any serious trouble. However, during the past 3 years the onion growers 
and the entire onion industry have been greatly effected by this heavy trading. 
In 1955 Congress passed House bill 6435 which had been introduced by Congress- 
man King. This bill placed onions under the Commodities Exchange Act, having 
previously operated without this authority. Some thought that possibly this 
control might create a situation whereby this future trading could exist. How- 
ever, it was found that placing these onions under the Commodity Act did not 
change this deplorable condition that has existed for many years on the market- 
ing of physical onions. I am sure that the commodity exchange authorities 
realized that there has been manipulation, but proving it is another thing. 

The National Onion Association, which consists of many growers and members 
of the onion industry who were suffering greatly from the effects of this un- 
scrupulous trading, passed a resolution at their annual meeting December 2, 1955 
in Chicago requesting that steps be taken through legislation to have this trading 
abolished. This resolution was passed practically unanimously. The only dis- 
senting votes being those by members of the association who are also trading 
members or brokers on the Chicago Mercantile Exchange. Immediately follow- 
ing the action of the National Onion Association, other local growers 
throughout the United States took similar action in passing resolutions. To be 
specific, Malheur County Onion Growers Association, Southwest Idaho Growers 
Association, New York Farm Bureau, Oswego Vegetable Growers Association, 
Oakfield & Elba Growers, Colorado Potato Growers, Empire State Potato Club, 
the Genesee-Orleans Vegetable Growers Cooperative Association, Michigan Muck 
Growers Association, Wisconsin Muck Growers Association, Vegetable Growers 
of America, United Fresh Fruit & Vegetable Growers Association, and other 
petitions by individual growers and members of the industry of Idaho and east- 
ern Oregon, which is being presented at this hearing for the official record. 

A careful survey among growers has proven that 99 to 100 percent of all actual 
onion growers in the Nation who have grown onions for a livelihood are unani- 
mously in favor of the abolishment of this board. There are individual growers 
who grow onions strictly for hedging purposes and have been financed b visas 
bers of the exchange to furnish growers with the necessary funds for 
For such service the grower is charged 10 cents a bag or some definite fee ae ad- 
dition to the regular trading brokerage and exchange fee. These growers have 
been largely responsible for such surplus acreage and production as we now have. 

It is a known fact that the exchange has resorted to fictitious advertising at 
times in trying to encourage the trading on this future board. We point out as 
one illustration an ad which appeared in the Packer (a national trade and 
grower’s paper) by the Chicago Mercantile Exchange in the issue of January 
28, 1956, quoting a grower by the name of John R. Jones of the Jones Onion 
Farms, Smithville, N. Y. On investigation, it developed that Smithville, N. Y., 
was a crossroads post office in the mountainous country in Jefferson County, 
New York State, not a commercial onion-growing district. It further developed 
that there was no such person as John R. Jones or the Jones Onion Farms in or 
around Smithville or in Jefferson County. This grower, according to the ad, 
was praising the use of the exchange for profits he had made in being able to 
hedge his onions, later selling his hedges and still sell the physical onions 
through market channels. Apparently the exchange was questioned about the 
correctness of the ad. A. M. Harris of the Chicago Mercantile came 
out with a rebuttal statement in the next issue of the Packer stating that he 
simply used the name of Jones as a symbolic figure, the same as Santa Claus or 
Paul Bunyon, and that he thought that anyone reading it would not figure it 
was an actual grower or transaction. The way the ad was worded we are sure 
that the average person reading it would assume that it was an actual transac- 
tion. It would seem that if this trading had been of such a great benefit to 
growers, that it would not be necessary to resort to this class of misleading and 
fictitious advertising in order to bolster trading. 
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It has been the practice of the exchange to open trading on future onions 
several months in advance of delivery and planting time. For instance, 1956 
November futures were opened up for trading on December 1, 1955, which is 11 
months ahead of delivery time and 5 months ahead of planting time. Later 
option months are likewise opened much ahead of planting and delivery time, 
These contract opening up for the following year so far ahead of planting time 
encourages extra acreages and this is especially true of those growers who grow 
onions strictly for hedging purposes. This extra acreage leads to surpluses, 
Everyone knows that increased acreage and production is the cause of prac- 
tically all agricultural marketing problems. The only people to benefit with 
these surpluses are those members of the Mercantile Exchanges and the ex- 

themselves. These surpluses are of no worry or concern to them as the 
more volume the more brokerages and exchange fees. The regular brokerage 
is $20 and exchange fee is $2 per car, although I understand that trading mem- 
bers can trade between themselves for a lesser fee. Nevertheless, it amounts to 
u fabulous income to the brokers and exchange. We haven’t taken the time to 
check the volume of trading in onion futures prior to the year 1953. However, 
since that time this trading has been increasing tremendously as will be noted. 
In 1953, 113,143 cars of onions were traded. In 1954 there were 136,185 cars. 
In 1955 there were 147,835 cars or over this 3-year period slightly under 400,000 
cars. Actual deliveries on these heavy commitments run only slightly over 1 
percent. We have not taken the time to check the volume of trading since Jan- 
uary 1, 1956, but trading has been very heavy. Statistics will show that there 
are only four to five thousand cars of onions grown each year in the United 
States that are eligible for delivery on the exchange. By this it will be noted 
that each available car is traded many times. 

Delivery months on these commitments have been November, January, Febru- 
ary, and March of each year. These heavy commitments mean nothing but 
heavy track holdings “uring delivery months. 

For example: November, being a delivery month, 18 days’ track holdings in 
Chicago taken from the USDA market report, there was an average of 104% 
cars on track each day. December, not being an option or delivery month, for 
20 days during that month, track holdings showed an average of 26% cars per 
day. Through January 1956, this being a delivery month, track holdings aver- 
aged 71144 cars per day throughout the entire month. February, again being a 
delivery month, through February 10th track holdings averaged 70% cars per 
day. On February 10 all February commitments had been cleaned up and as a 
consequence, starting with February 13 through February 24 track holdings 
immediately dropped materially and for 9 days, reported by the Market News 
Service during that period, track holdings averaged slightly under 30 cars per 
day. March being another delivery month with heavy commitments, track 
holdings started building up on February 27 and the 3 days, February 27 to 29 
they averaged 96 cars per day. In fact, in 1 day they were up to 143 cars. The 
general trade figure that around 30 cars track holdings in Chicago is normal. 
But when these track holdings double and more than triple, it can mean nothing 
but depressed and demoralized market throughout the Nation. Chicago is a 
key market for the United States as cars can be diverted to most any market 
in the United States out of there with through rates applying. It doesn’t take a 
mathematician to understand that this future trading is entirely responsible 
for these heavy track holdings. On account of these extremely heavy track hold- 
ings in Chicago during November, many of them were placed in cold storage 
and it appears there is conclusive proof that it was a deliberate attempt on the 
part of a few individuals to build up cold storage holdings and be able to drive 
future prices to lower levels for later option months. This was finally accom- 
plished as the record will show. 

We believe it was found by one investigation by the Commodities Exchange 
that there were 813 traders, both long and short position, and that only 15 traders 
or 2 percent of the 813 held 47 percent of all speculative hedges. Of these 15 
traders it was found that 10 held over 200 contracts each, 5 of them held over 
100 contracts each, and the other 798 or 98 percent held 53 percent of all posi- 
tions. Might mention that there are approximately 18,000 persons who are 
actually growing, packing and shipping onions, yet the Commodities Exchange 
Authorities found only 813 traders of which 15 or 2 percent of them controlled 
47 percent of the trading. It is a mighty sad situation when 15 individuals 
ean hold almost half of these contracts and destroy the efforts of the entire 
industry. Although possibly it cannot be proven, everyone knows that much 
manipulation existed. 
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It has been shown that statistics mean nothing as far as trading on the ex- 
changes are concerned. In the year 1955 there was a surplus of onion acreage 
planted in the United States, but due to heavy damage to the onion crop grown 
in Orange County, N. Y., flood and rain damage in western Oregon, and heavy 
freezing damage in western Colorado, our actual production in this large acreage 
was reduced to considerably less than a normal production. On January 1 of 
this year, 1956, our onion holdings were 13 percent below average and we were 
selling at prices much below other years with similar stocks on hand as on Janu- 
ary 1. In face of these statistics through what appears to be manipulation, 
prices have been driven to these disastrously low levels to a point much below 
the cost of bags and packing, let alone cost of production. 

Onions are highly perishable and as such are not suitable for future trading 
and since it has been proven that this trading has caused untold losses to the 
onion grower of the Nation, they are asking that this future trading be abolished. 
Through the several years it has been in existence and especially the past 3 years, 
the growers have found that it has no value whatsoever, instead it has disrupted 
orderly marketing, causing wide fluctuation in prices and resulted in disastrous 
losses to the growers. The destiny of the onion growers is in the hands of our 
Congress in passing legislation that will prohibit what seems to be vicious, un- 
scrupulous trading by a few professional gamblers and manipulators. We feel 
after this meeting, enough evidence will have been given our honorable Congress- 
men that you will be able to go back to Washington and recommend the expe- 
dient passage of King’s House bill 7920 and Dworshak-Welker Senate bill 3204. 
It is imperative that these two bills be passed during the present session of Con- 
gress otherwise it is going to mean complete ruin and bankruptcy for many 
of the onion growers throughout the Nation. The Government report, recently 
issued, showing Intentions to Plant already shows acreage in excess of normal 
consumption. After 3 disastrous years for the growers it is the general opinion 
that this large “intended acreage” has been brought about by those growers who 
plant onions yearly for strictly hedging purposes by the exchange. As mentioned 
before, the exchange is only interested in volume. 

With the testimony presented here today you can realize the present plight 
of the legitimate onion farmer. His income has certainly been declining at an 
alarming pace during the past 3 years through no fault of his making. 

I wish to present an additional exhibit for the official record, a text of an 
address made before the United Fresh Fruit and Vegetable Convention in Chicago, 
February 3, 1954 by William J. McCormick of Philadelphia, Pa. 


IpAHo Suppers ASSOCIATION, INC., 
Caldwell, Idaho, March 18, 1956. 
To Whom It May Concern: 

In a regularly called meeting of the southwest branch of the Idaho Grower 
Shippers Association at Nampa, Idaho, Tuesday March 13, 1956, and further 
authorized by the board of directors of the same association, it is hereby stated 
that the bearer, Mr. C. H. Burns, Nampa, Idaho, is authorized to represent the 
southwest branch of the Idaho Grower Shippers Association (including Malheur 
County, Oreg.) at the House Agriculture Committee Hearing on Onion Future 
Trading to be held at Chicago on March 24, 1956. The southwest branch members 
represent that they grow approximately one-third of the onions grown in Idaho 
and Malheur County, Oreg., and finance approximately 25 percent additional 
acres out of approximately 5,600 acres of onions grown in the area. 

Yours very truly, 
IpaHo GrROweEeR SHIPPERS ASSOCIATION, 
L. W. Hayes, President. 


[From the Packer, February 6, 1954] 
THE ComMMopITy ExcHANGE—A CANCEROUS GrowWTH ON OuR INDUSTRY 


(Text of the address by William J. McCormick, of Philadelphia, before the United 
Fresh Fruit and Vegetable Association in Chicago, February 3) 


I would like to preface my remarks with the thought that people are some- 
times afraid to show disapproval of what they know to be wrong. This is just 
as wrong as it is to be intolerant. As I stand here addressing you, I feel as 
lonesome as the single sparrow on the rooftop. He has the courage to face a 
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tremendous world-—I ask for courage to face and to fight what I believe to be a 
tremendous evil—the commodity exchanges. 

For 30 years I have operated in the potato business, and during that time 
we have laughed and we have cried with our ups and downs, but for the first 
20 of those 30 years we at least ran our own business. It is only in the last 10 
years that the mercantile cancer appeared on the scene. At that time I began 
getting telephone calls and mail from strange sounding names—persons I had 
never heard of in our industry. I soon learned that most of them were foreigners 
to our business, but that they were active in a place of business where one could 
gamble with the perishable foodstuffs of the American people. This, to me, 
meant that orderly marketing would be taken out of the hands of farmers and 
concentrated on a couple of so-called gambling boards, where, at the whim 
of one man or a group of men, the fortunes of farmers in our 48 States would 
be affected. No one will deny that the potato and onion markets are no longer 
made on the farms and in the terminals, but rather on these gambling boards, 
many times by individuals outside the industry, whose clients, in many instances, 
are ones far removed from the produce industry and are no better versed in 
our commodities than to think a Green Mountain potato must be raised on the 
hills of Vermont. ‘Tis a sad commentary indeed to realize that 2 of our most 
important staple foods, the 2 items handled by a majority of our industry, 
potatoes and onions, have become a football to be kicked around by citizens of 
our country who have the gambling fever, so that our industry no longer had the 
marketing control over these 2 commodities. The very fact that this element, 
foreign to our industry, dominates the exchanges, makes the market highly 
sensitive to rumors and keeps it in a continuous state of unrest. This condi- 
tion is, of course, desirable to the brokers and exchange operators because It 
whets the appetite of the gambler for many and quick fluctuations and gives the 
brokers and operators an abundance of remuneration, but keeps our farmers 
and dealers in a continuous state of unrest. 

The clever fellows who operate these boards tell us the boards are for the 
farmers to hedge their crops, but I can tell them it is nothing but a gambling 
board that has bankrupt most of those who have dealt on it—and unfortunately 
many of these are our own American farmers and our shippers and dealers. I 
know of one instance where a broker from one of the exchanges visited one of 
the largest potato-shipping districts, in close proximity to New York City, to 
instruct the farmers there how to gamble on the board, buying and selling Maine 
potatoes. I say “gamble,” because the potatoes of this particular section to 
which I refer are not even handled on the exchange. If these sorties continue 
into our farming areas, our farmers may find it hard to live with the wolves if 
they do not run with the pack. 

I have no personal quarrel with the individuals who are members, traders, 
or brokers on these exchanges, nor with the exchanges themselves, as I have 
every reason to believe they are operating under the present laws of our country. 
My criticism is with the present rules and laws that govern these exchanges, 
which, in their present form, encourage gambling with our foodstuffs to the 
detriment of those raising and distributing these commodities. 

If these gambling boards are so beneficial to the American farmers, as some 
would lead us to believe, then I ask—why are the commodities now traded on 
these boards—wheat, rye, corn, cotton, and butter—all singled out for price 
supports by our Government, and why does our Government now have an inven- 
tory of over $5% billion worth of these commodities on hand? And why are 
potatoes, now trading on the boards, selling for 75 cents a barrel in Maine? And 
why are onions now traded on the boards, selling for 59 cents per bag? I’m 
afraid these are difficult questions to answer. 

I wish that some of you could have accompanied me last spring, as I traveled 
for 5 weeks through the eastern part of our country, and could have seen the 
heartaches and misery these exchanges have created in our industry. Our 
farmers and dealers not only lost their money and their morale, but some even 
lost their health, and continued procedure of this sort means the bankruptcy of 
intelligent thinking, planning, and financing. 

Do 1 know what I am talking about when I tell you that high percentages of 
our farmers and dealers stay glued to their telephones, neglecting their real 
occupations, as they endeavor to learn if the “board” is up or down? Unfor- 
tunately, many others outside the industry also listen, and I ask you—how can 
a soldier at the airport Lase at Limestone, Maine, a jeweler in Lancaster, Pa., 
or a blacksmith in Tennessee, buy a carload of potatoes and accept delivery of 
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the car when delivery time comes? Of course he can’t. When tendered his car, 
he must sell regardless of the sacrifice. With this thought in mind, if anyone 
can show me one way in which this board put money in the farmer’s pocket, 
enroll me as your student, because I shall point out to you many ways in which 
our farmers are penalized. 

For instance—all during this present shipping season, one could buy cheaper 
on the board than from the shippers in Maine. I ask you, is this helping our 
potato farmers to raise their market? What is the board doing now to increase 
the price to the farmer; better still, what can they do to raise the price? The 
answer is, Nothing. By the same token, what did the board do in the fall of 
1952 when the farmers were getting a fair price? At that time, board operators 
and other citizens of our country sold short, which was their privilege under the 
present laws, hoping to drive the prices down, which they were successful in 
doing, and the market dropped to a dollar a barrel in Maine. I won’t say this was 
the entire reason for the complete collapse of the potato market, but I think in 
all fairness you will admit it was a contributing factor. Don’t the American 
farmers realize these boards have brought about short selling and that without 
these boards there would be no place to sell potatoes short and drive their 
markets lower? Are we naive enough to stand by and watch this terrible evil 
continue 

I, for one, believe that evil cannot endure, given time it will destroy itself, 
but time is of the essence and if the present Washington administration really 
wants to do something to ease the plight of the farmer, where could they find a 
better way or place to start than by outlawing the short selling of his com- 
modities. An imbecile knows that every short sale drives the market lower and 
thereby takes money away from the farmer. 

I often wonder how gullible the American people can become when they will 
allow an operation of this sort to exist when it is a factor in driving down the 
potato market and then, in turn, have our Senators vote for Government supports, 
which taxes every citizen in the country. As 1 said before, in one of my price 
control speeches—how stupid can human beings act. Inasmuch as laws are civili- 
zation’s rampart against the aggressions of savagery and barbarism, then I say 
that laws to correct this evil are bankbooks of prosperity to our American 
farmers. The penalty that people pay for not being interested in politics and 
protective laws, observes Plato, is to be governed by people worse than them- 
selves. 

One should never criticize without offering a solution, and I offer the only 
solution that will take gambling out of the exchanges and still offer an honest, 
legitimate service to our American farmers, and here it is: 

No one may sell potatoes or onions on the board unless he physically owns them 
or can show contracts with farmers or shippers as proof that he actually has 
the potatoes or onions to deliver, and that these contracts will actually be de- 
livered ; further, no one may trade in the buying of these potatoes and onions 
unless he is licensed by the United States Department of Agriculture, as a dealer 
or processor in the fruit and produce business, and maintains a place of business 
for this purpose; and further, that he will take physical possession of these 
contracts when tendered. Best of all, this eliminates the short selling, which, 
to my mind, is unpatriotic, ruinous to our farmers, outright gambling, and un- 
American. 4 

This, then, will give a farmer in Maine the chance to sell his potatoes to a 
person in the produce business, or to a processor, who cannot throw them back 
on the market to further depress the market should it be low, but will orderly 
merchandise his contracted goods, taking his loss or his profit. This eliminates, 
and rightfully so, those who are gambling with America’s foodstuffs—the jewel- 
ers and the blacksmiths, who should stick to their diamonds and their horse- 
shoes, and confines its operation to those in the produce and food distribution 
business who operate therein. 

There are now 600 houses, floor traders and brokers trading in potatoes and 
onions. The plan I have proposed will reduce this number 90 percent; gam- 
bling will be eliminated and the farmers will again control their markets. 
When you realize that some of these 600 were making thousands of dollars a 
day last season on brokerages, you can understand that it takes either a fool 
or a courageous man to come here and to challenge this system as I am now 
doing. You will have to judge for yourself what I am, but before judging, let 
me remind you that some of the board operators bitterly criticized one of your 
Chicago gentlemen last spring because he dared raise his voice against such an 
abuse. Well, I'll answer their challenge with these authentic Government fig- 
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ures, for I would indeed be a fool to stand here and castigate this evil unless 
I were sure of my approach. 

During the 1952-53 potato season, according to government figurés, the State 
of Maine shipped physically, by rail, 46,091 cars, yet 75,646 cars were traded on 
the board, nearly twice the crop that Maine raised, and out of these 75,646 cars 
traded, how many do you think were actually delivered? Well, according to 
the official figures of the Commodity Exchange Authority of the United States 
Department of Agriculture, which I hold in my hand, out of these 75,646 cars 
traded, only 900 cars, or slightly over 1 percent, were physically delivered. 

Last year during the 5 months that onions were traded 130,672 cars of future 
transactions were dealt in, and out of this 130,672 cars, how many do you think 
were actually delivered—Well, I'll tell you—1,300 cars or 1 percent. If that 
isn’t gambling with America’s food, then I need to be reeducated, This is a 
lucrative business for the brokers for at $20 per car you can plainly see over 
$214 million was paid in brokerage fees over a period of 5 months trading, or 
a half million dollars monthly. 

All through this address I have talked about gambling and gambling boards, 
and before closing I want to give you the legal definition of a gambling contract. 
Here it is, and I quote, “A gambling contract may be disguised in the form of a 
legitimate transaction, the ordinary form being by dealing in futures. The 
validity of such a contract depends on whether the intentions of the parties 
at the inception is to deliver or receive the goods bargained for, or to settle on 
the basis of difference in price.” 

Now I ask you, as intelligent human beings, to refer back to my figures of 
75,646 cars traded and 900 cars, or approximately 1 percent, delivered, and decide 
for yourselves if “the intentions of the parties at the inception of these contracts 
was to deliver or receive the goods bargained for, or to settle on the basis of 
difference in price.” Well, according to Government figures, 99 percent were 
gambling, as they didn’t deliver or receive. 

Gentlemen, as far as I am concerned, these “Exchanges” are for the birds and 
most of the “birds” I have seen play them have nothing left but their pinfeathers. 

My friend and Congressman Karl King from Pennsylvania now has before 
the Congress bill No. H. R. 6435 which I believe if passed will correct some of 
the evils I have noted; therefore, I move that this onion panel of the United 
Fresh Fruit & Vegetable Association go on record as favoring the passage of the 
King bill, which places futures trading of onions under the Commodity Ex- 
change Act. 


PETITION 


Now come the undersigned, the members of the United Fresh Fruit & Vegetable 
Association, a trade association, members of the National Onion Association, a 
trade association, members of State and National agricultural groups and asso- 
ciations, members of State and local marketing associations, all in the United 
States of America, and respectfully represent that they are engaged in the grow- 
ing, packing, shipping, and otherwise distributing and selling fresh fruits and 
vegetables in the United States of America. 

Your petitioners further represent that the industry of which they are mem- 
bers is affected with a national and public interest, and are engaged in interstate 
commerce. 

Your petitioners further represent that fresh fruits and vegetables are com- 
modities whose quality and condition are affected adversely by the elements of 
time, external conditions, and inherent nature of the products, and are not a 
proper item for futures sale on a commodity exchange. 

Your petitioners further represent that the commodities now under the juris- 
diction of the Commodity Exchange Authority include only two commodities of 
the fresh fruit and vegetable category, namely, potatoes and onions, and that 
transactions and prices of potatoes and onions have been susceptible to specula- 
tion, manipulation, and control; and sudden or unreasonable fluctuations have 
occurred which have had serious detrimental effect upon the producers and dealers 
of the commodities in interstate commerce. 

Your petitioners further state that on April 15, 1954, the Honorable True D. 
Morse, Under Secretary of Agriculture, in Report No. 285 to the Committee on 
Agriculture and Forestry of the United States Senate, states inter alia: 

“Also information developed through investigations and reports required under 
the authority of the Commodity Exchange Act could provide a factual basis for 
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determining whether futures trading in onions serves the public interest or 
whether the Congress should consider legislation looking to the drastic curtail- 
ment or prohibition of such trading” (Congressional Record, House, March 29, 
1955, p. 3308). 

Your petitioners further state that on July 26, 1955, a bill introduced by the 
Honorable Karl King of Pennsylvania, commonly known as the King onion bill, 
placed the trading of onions futures under the Commodity Hxchange Authority. 

Your petitioners further state that on September 30, 1955, the United States 
Department of Agriculture, Commodity Exchange Authority, under and by virtue 
of the powers granted under the King amendment, issued a report entitled “Onion 
Futures, a Survey of Open Contracts on the Chicago Mercantile Dxchange.” 
An analysis of this report establishes beyond a reasonable doubt the suscepti- 
bility of futures trading to collusive manipulations, and that such trading is a 
tool in the hands of a few for a destruction of the growers and distributors of 
onions. The Commodity Exchange Authority has given evidence of inadequacy 
in the regulation of a perishable commodity. All fresh fruits and vegetables are 
perishable and are subject to extreme limitations, which make such commodities 
unsuitable for futures trading on boards of trade. 

Your petitioners further represent that fresh fruits and vegetables, including 
potatoes and onions are not proper commodities for futures trading, and do not 
have the qualities and characteristics of other commodities which lend them- 
selves toward effective and economically sound use for futures trading, and pro- 
vided only a market place for speculative interests. 

Your petitioners further represent that in Report No. 1082, 83d Congress, 1st 
session, the Honorable Clifford Hope submitted a report to accompany the King 
onion bill which contains inter alia the following language: 

“There appears to be considerable belief that onions are not a suitable com- 
modity for futures trading on any commodity market.” 

Your petitioners further state that the Congress of the United States recognized 
that truits and vegetables are commodities of special nature as distinguished 
from other agricultural commodities and, therefore, enacted special legislations, 
namely, the Perishable Agricultural Commodities Act, which governs the persons 
and transactions involved in the sale of perishable agricultural commodities. 

Your petitioners further state that the Perishable Agricultural Commodities 
Act of 1930 was an act to suppress unfair and fraudulent practices in the market- 
ing of perishable agricultural commodities in interstate commerce; and that 
there is evidence that unfair and fraudulent practices have existed and do now 
exist in the futures trading of onions; and that such practices cannot be sup- 
pressed by regulation under the Commodity Exchange Authority because of the 
nature and limitations of the commodity; and that such futures trading has had 
a chaotic effect upon the marketing of such commodity, and that agriculture has 
suffered serious financial loss as a result thereof ; and that legislation prohibiting 
the futures trading on any board of trade or contract market of fresh fruits and 
vegetables is necessary and essential for the protection of agriculture and the 
welfare of the national economy ; and that fruits and vegetables, because of their 
very nature and limitations, are a proper class of agricultural commodity to 
be excluded from such futures trading on boards of trade. 

Wherefore, your petitioners pray that the Congress of the United States enact 
legislation as follows: 

1. That the Commodity Exchange: Act, section 2, be amended by deleting the 
word “Onions” after the word “Hggs”. 

2. (a) That no contract for the sale of any fresh fruit or vegetable for futures 
delivery on or subject to the rules of any board of trade in the United States shall 
be made by or through a member of a board of trade which has been designated 
under section 4 as a contract market, unless such commodity shall be certified 
by the Secretary of Agriculture as a proper commodity for futures trading on 
such contract market; or 

(6) That the Commodity Exchange Act or the Perishable Agricultural Com- 
modities Act of 1930 be amended making it unlawful for any person to deliver 
for transmission through the mails or in the interstate commerce by telegraph, 
telephone, wireless, or other means of communication, any offer to make or 
execute, or any confirmation of the execution of or any quotation or report of the 
price of, any contract of sale of a perishable fruit or vegetable for future delivery 
- or subject to the rules of any board of trade or contract market in the United 

tates. 

[Fifteen signatures omitted ; on file with the committee.] 
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Mr. Assirr. We appreciate your consideration of the committee in 
preserving time. 

Are you a producer of onions yourself ? 

Mr. Burns. No. We have at times grown a few onionseed but we 
have financed onions, and we act as growers’ agents many times. 

Mr. Assrrr. Thank you. 

Mr. McIntire. Mr. Burns, in relation to your activity in financing 
the production of onions, do you do that on a straight money-lending 
pe or do you do that on contracts ? 

r. Burns. We do it on lending. We don’t do but very little of it, 
but it is on a mortgage that we are able to buy the onions or handle the 
onions. 

Mr. McIntire. Are the onions in the area in which you have your 
interest eligible for delivery on the board ? 

Mr. Burns. Not generally. We grow mostly sweet Spanish. How- 
ever, there are globes grown there, but they never make use of the 
board for trading those. 

Mr. McIntire. Do you use the board in any of your transactions 
relative to these onions? Are you a trader on the board? 

Mr. Burns. I have traded very, very little, but we do not use our 
onions for hedging purposes. However, I believe there are some of 
our onions that are contracted with that specifically in mind. They 
cannot deliver them but they hedge other onions to protect the onions 
that they contract. 

Mr. McIntire. Thank you. 

Mr. Assrrr. Thank you very much, Mr. Burns. 

Mr. Burns. Thank you. 

Mr. Assrrr. Mr. William Kreps, Moorhead, Minn. 


STATEMENT OF WILLIAM KREPS, MOORHEAD, MINN. 


Mr. Kreps. Mr. Chairman and members of your committee, I would 
like to express my appreciation in being given an opportunity to 
appear before your committee and to express my views in reference 
to the abolishment of future trading in onions. 

I appear before you today in behalf of, not only myself, but a num- 
ber of other growers, who have attested their names to this statement. 

It is my belief that the futures-trading practice for onions has pro- 
vided worthwhile service to the grower, but like all things which 
were established to meet a definite need, they must be modified from 
time to time to meet our ever-changing economy and merchandising 
methods. 

The reason that many growers now wish to abolish the futures 
market in onions is that they feel that they are being paid a far-below 
normal price for onions. This, they claim, is caused directly by the 
positions taken by buyers and speculators in their futures market. 

If the facts are to be known, probably the most significant factor 
for the prevailing condition in this market would be overproduction. 
There, of course, are many other minor factors which may or may not 
affect this market, however when all the pros and cons are put to- 
gether, I am sure you will find future contracts serves the grower the 
opportunity to contract for a crop at -_ price he may choose, thus 
assuring him of a fixed price and a market for his crops, as well as 
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providing the ultimate consumer a product when it is needed, at a pre- 
determined price. 

It is quite natural that future prices for onions have a definite 
bearing on the price asked and received in day to day sales, normally 
called our cash market. It is in this field that we feel changes could 
be made to bring the market more in line with supply and demand. 
It is my contention that with the followi rogram established, there 
would be no need for the abolishment o this futures market and it 
would meet the up-to-date needs of all onion producers and buyers. 

This change is as follows: As is now the practice, all onions which 
are sold on future contracts, must be delivered within a certain time 
and are sold, f. o. b. Chicago or New York. 

Due to the fact that there are only two points where final delivery 
of onions sold on futures contracts can be made, this continuous] 
creates an excessive amount of onions in accumulation, both on trac 
und in storage, at this point. 

Consequently, this may lead buyers to believe that there are excessive 
stocks throughout the country, which may or may not be the case, and 
it definitely has an effect on how much he is willing to pay for these 
products, 

In addition, any grower who does not wish to enter into contract 
sales, and desires to sell on the open market, is adversely affected by 
the large stocks accumulating from future deliveries saa arriving in 
such large quantities at one es point. 

It is my proposal that this practice could easily be corrected by 
setting up an approved warehouse system, whereby f. o. b. deliveries 
of onions could be made at various points around the country, close 
to the growing area, and constitute delivery against future contracts. 
The onions would then be held at these locations until called for by 
the consumer. 

The same rigid system of grades and inspections would be main- 
tained at these shipping points, as are now in practice at the present 
final destinations for future deliveries. 

There are many other details to this program which have to be put 
into effect, however none are impossible. This practice is already 
being made with many other commodities and I can see no reason for 
onions being igebelel from this list. I am sure that if both sides in 
this issue will take this matter into consideration, its beneficial effects 
would be wide reaching. 

I would again like to thank you gentlemen for the courtesy extended 
to me at this time. 

Mr. Assrrr. Are you a producer of onions? 

Mr. Kreps. That is right. 

Mr. Assrrr. What amount is your average yearly production; how 
much a year do you average per acre? 

Mr. Kreps. We grow right around 130 acres a year. 

Mr. Assrrr. Where are they sold ? 

Mr. Kreps. We sell them after we see what amount of crop we are 
getting. We start selling on the board. 

Mr. McIntire. Mr. Kreps, may I also express my appreciation for 
your statement. 

I am asking a question because I may have been laboring under an 
erroneous impression. Yo make reference here to this idea of multiple 
delivery point. Have I been wrong in my thought that the contracts 
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have permitted delivery at approved warehouses in a number of 
different receiving points ? 

Mr. Kreps. That isn’t, to my knowledge. 

Mr. McIntire. The contract that you are familiar with requires 
delivery into Chicago? 

Mr. Kreps. That is right. 

Mr. McIntire. I was under the impression that there were approved 
warehouses in other receiving points but that the trade has just 
naturally gravitated toward receipts at one particular point, princi- 

ally, Chicago. I may be wrong in that. That is the impression I 
ave had. 

I have before me here information designating Chicago, Los 
Angeles, Detroit, Minneapolis, New York, Toledo, Ohio, Scranton, 
Pa., and Fort Worth, Tex., as delivery points. It appears then, 
that trading has qust normally gravitated to delivery in Chicago, 
which I think constitutes vintieele 90 percent—I will stand to be 
corrected on that figure if it is not correct. What do you think needs 
to be done to facilitate your idea of getting delivery in multiple de- 
livery points ? 

Mr. Kreps. Well, I believe that these approved warehouses should 
be inspected by the Government and have approval, and they should 
be where they will do the most good. 

Mr. McIntire. Would you have other points than these then? 

Mr. Kreps. Yes; in the growing areas, like in our area, and in every 
growing area, have approved warehouses, where the men can deliver 
their onions to this warehouse, or to Chicago or other points. 

Mr. McIntire. Then would it be your thought that delivery should 
be virtually on = f. o. b. shipping-point basis? 

Mr es 


Mr. McIntire. And not central markets? 
Mr. Kreps. That is right. 

Mr. McIntire. Thank you. 

Mr. Asarrr. Thank you very much. 

Mr. Kreps. Thank you. 

Mr. Assirr. Mr. DeHollander. 


STATEMENT OF ISAAC DeHOLLANDER, VEGETABLE GROWERS 
ASSOCIATION OF AMERICA, OSWEGO, N. Y. 


Mr. DeHoutanper. At the present time I am president of the 
Oswego County Vegetable Growers Association and a member of the 
Vegetable Growers Association of America, whom I am representing 
at this time. 

The futures trading of onions on the Chicago Mercantile Exchange 
was first. proposed at a meeting of growers in 1942. They represented 
nradteaite all of the onion-growing areas in the United States. 

It was the opinion of the growers present at that meeting that 
onions being a fresh and pariable commodity would not lend well 
to futures trading. The proposal was therefore voted down by a large 
majority of the growers present. However, this failed to keep onions 
out of futures trading. 

The overwhelming majority of the growers whom I represent are 
now thoroughly convinced, after 14 years of trying to live with the 
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futures trading of unions, that it has failed in its objectives for the 
following reasons: 

1. Market stabilization: It has in no way proven to be a factor to 
stabilize the market and to prevent a glut at heavy harvesting periods, 
it has instead caused a glut at each selbeeies date. 

2. Deliveries and their effect: The futures trading of onions has 
resulted in concentrated deliveries to the board, with downward trend 
of onion prices as a result. Many onions just barely make U. S. 1 
grade at delivery, and due to their nature as a fresh, perishable vege- 
table, deteriorate out of U.S. 1 grade in a few days. 

They are then so-called rejects and are offered to the trade at 
bargain prices, the brokerage charges and the profit or loss as the 
case may be has already taken place and the onions are subject to 
salvage prices, due to their breakdown which is only natural to any 
fresh vegetable. 

3. Hedging: In spite of statistical figures we often see printed that 
farmers are the heavy hedgers, after careful study it will be noted that 
not a great number of small growers hedge, rather a few large broker- 
financed growers doing the bulk of the trading done by growers. 

4. Volume: Onions being a perishable commodity, and of so small 
a volume, it is possible for speculators, totally unrelated to the onion 
industry to create a vicious and abnormal supply-and-demand condi- 
tion of paper contracts, thereby jeopardizing the prosperity and wel- 
fare of onion growers and handlers as well. This is done with only a 
— smal] dollar investment when it is compared with the large 
dollar investment by the farmers who grow the onions. 

In summary, we believe the onion growers have a right to a price 
based on supply and demand at the market place. Futures trading 
deprives them of this right. 

ith the board of trade in operation, prevailing prices at a given 
time are apt to have been established according to whether the “bulls” 
or the “bears” happen to be stronger at the moment. 

When a few big operators on the board of trade battle each other 
with millions of dollars at their disposal, the amount of onions in the 
market place becomes a small factor in establishing price. 

It is well to note at this point a well-known fact that the trade, all 
the way to the retailer, governs their purchases according to the very 
latest futures sales. The result has been that the whole industry is 
being continually disrupted and the legitimate trade who handle the 
actual commodity are only pawns of the board of trade operators. 

We believe it should be unlawful for any institution, such as the 
board of trade, to foster an activity in which the price structure of a 
farm commodity such as onions can be undermined and destroyed 
for the sake of another’s profit. 

It should be noted that other industry is not subject to this inequity 
which has been imposed upon us without our consent, and in spite of 
our protests. Destroying a price structure for profit is the cause of 
onions selling this month of March 1956 in the exchange, and later in 
eash markets, for as low as 10 cents a 50-pound bag. No more proof 
should be needed of the viciousness of this activity as it is related to 
farm prices. : ; : 

We ee submit this statement in order that the committee 


and members of our Senate and our Congress may have a clear un- 
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derstanding of our firm desire that we are not asking for changes 
but a complete abolishment of futures trading in onions on any com- 
modity exchange. 

We fervently hope and pray that your decision and action will be 
based on what is fair and just for the grower and other handlers of 
actual onions. 

I have attached to this a resolution of our association which I wish 
to have made a part of the record. 

Mr. Ansrrr. Without objection we will have that made a part of 
the record. 

Mr. DeHonianper. Thank you. 

(The letter of February 1, 1956, is as follows :) 


Fepruary 1, 1956. 
Congressman KARL KING, 
House of Representatives, 
Washington, D. C, 

Deak CONGRESSMAN Kine: We would like to call to your attention a meeting 
which was held in Fulton, Oswego County, by the Oswego Vegetable Growers 
Association. At this meeting resolutions were passed commending you for your 
stand and bill introduced to do away with Onion Futures Trading. 

This is the resolution as passed. Motion made by Kelly Jacobson and sec- 
onded by Charles Broncato “that the Oswego Vegetable Growers Association 
commend Congressman King for his action in introducing a bill in Congress 
to abolish futures trading in onions and that we support him in his stand.” 
This resolution was passed unanimously 57 to nothing. 

A second motion which you will be interested in was made by John Zagame 
and seconded by Joe Chilemi “that the Oswego Vegetable Growers Association 
go on record backing up the New York State Farm Bureau, the American Farm 
Bureau and the National Onion Association in their position to abolish the 
Onion Futures Market in both New York and Chicago.” This resolution was 
carried unanimously 57 to nothing. 

We have not gone into detail as to the reasons for these resolutions as we 
know you are familiar with the situation. 

In brief, most small growers cannot finance hedging operations; a few 
growers and speculators do most all the trading. These have disrupted the 
orderly marketing of onions. It has resulted in large financial losses to the 
growers trying to make a living from growing onions. Growers had a long 
discussion about the project and were unanimous in wanting to back you up. 
Thanks a lot for your efforts. 

Sincerely yours, 
Isaac DeHoLuaNDER, 
President, Oswego Vegetable Growers Association. 


Mr. Assirr. Thank you very much for your statement. 

Are you a producer of onions! Do you personally produce onions? 

Mr. DeHonianper. Oh, yes; we varied a bit the last year. I used 
to grow 100 acres of onions: I dropped it down to about 60. 

anes Do you do any trading on the market? 

Mr. DeHouianper. None at all. 

Mr. McIntire. I would like to ask a few questions. One refers to 
this financing that you make reference to on the first page under your 
subheading 3 entitled “Hedging.” 

In this type of contract, is the futures contract taken out in the name 
of the producer or in the name of the person financing it? 

The question came to mind because of your reference here: 

In spite of statistical figures we often see printed that the farmers are the 


hedgers. After careful study it will be noted that not a great number of small 
growers hedge, rather a few large “broker financed” growers doing the bulk 


of the trading done by growers. 


72T95—56—pt. 2——4 
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It raises the question in my mind as to whether or not the actual 
contracts on the futures board are in the names of the growers who 
have a part in this financing contract or whether the actual contract 
is taken out by the party from whom the finance comes. 

Mr. DeHouianver. It is in the name of the financing party. 

Mr. McIntire. The name of the party doing the financing and not 
in the name of the producer? 

Mr. DeHoiuanper. Not in the name of the grower. 

Mr. McIntire. Thank you. 

There is one other point. You made reference to the price of March 
contracts as they closed out in March, this current month. 

Do you have an observation as to the price of onions to consumers ? 
It is my understanding that the March contracts sold last August were 
about $2.75 a 50-pound bag. And that the March contracts closed 
out at about 10 cents a 50-pound bag. 

What relative change existed in the price of onions to the consumers 
as between August and March? 

Mr. DeHouianper. As to what the consumer pays? 

Mr. McIntire. That is right. How much of this drop in price 
was reflected through to the consumer? 

In other words, is the consumer getting onions cheaper at retail 
today in the same ratio as exists between a March contract sold last 
August and the March contract at the close of March? 

Mr. DeHotianper. My observation of that is it has not. It has not 
reflected that picture at all. In correspondence with a niece that I 
have living in New York City she still pays 29 cents for 3 pounds of 
onions. In Philadelphia, that seems to be from 27 to3l cents. That is 
at retail. Right in our local stores they sell them three pounds for 
19 and 21 cents. That is to the consumer. 

Mr. Aserrr. Thank you very much, 

Mr. DeHotianper. Thank you. 


STATEMENT OF J. D. SWAN, JR., VEGETABLE GROWERS 
ASSOCIATION, DELEVAN, WIS. 


Mr. Swan. My name is James D. Swan, Jr., and I live at Route 1, 
Delavan, Wis., where I have grown onions in substantial quantities 
yearly for more than 20 years. I have been requested by the Vegetable 
Growers Association of America, of which I am the immediate past 
president and present member of the legislative committee, to appear 
before you on their behalf today in the matter of futures trading of 
onions on commodity exchanges. 

The Vegetable Growers Association is pleased to have this oppor- 
tunity to present its views to you on this subject. 

At the recent 47th Annual Convention of the Vegetable Growers 
Association at Washington, the delegates, elected by Zeaseceile proc- 
ess, representing more than 8,000 vegetable growers, voted unani- 
mously a resolution to petition the Congress to eliminate futures trad- 
ing in onions. 

I presided at that meeting, and shall summarize briefly the reasoning 
by the delegates that led to the resolution articulating the strong feel- 
ings expressed by onion growers on the subject. 

At the outset, let me state that I personally have used the facilities 
of the onion futures market of the Chicago Mercantile Exchange ever 
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since its inception years ago. I served one term as grower advisory 
ae without voting privileges on its board of governors in those 
early days. 

I yi chivered one of the first cars of physical onions ever delivered on 
a futures contract when the price traded on the exchange during a 
delivery month exceeded the actual cash market for onions in Chicago. 

T sought to use the futures market as a true hedging medium, selling 
against my actual holding of onions in order to nail down a price that 
represented a production profit. I did not use the exchange for specu- 
lative purposes by attempting to profit from the flow of changing 

rices. 

In fact, I held high hopes that the exchange, with its purchases b 
large consumers and teen would provide hands to hold the ris 
of price fluctuations for growers, especially to minimize the effect of 
seasonal price depression at harvest peak. 

Insurable onions properly hedged would represent a bankable asset 
at the price hedged less packing and shipping expenses. This con- 
summately ideal condition has not been achieved for reason that were 
not then foreseen but which have become increasingly clear through 
recent years. 

Expressing the feelings of its delegates, Vegetable Growers Asso- 
ciation submits that, unlike cottons and grain, onions are an obscure 
and perishable commodity, whose annual production suitable for mer- 
cantile éxchange delivery is less than 10 million bushels of the total 
late production, which is given by the United States Department of 
Agriculture as only approximately 30 million bushels. 

In sharp contrast are the hundreds of millions of bushels of wheat 
and corn production eligible for future trading in those commodities. 
The average open interest of trades in futures contracts in those com- 
modities for the years reported since the war is respectively 100 million 
and 60 million bushels. In contrast, the annual average open trades 
daily on onions would be in the neighborhood of 1 million bushels. 

It is beside the point that the open interest of trading in all those 
commodities bears a startlingly similar ratio to the total eligible pro- 
duction of each, except to note that a well-publicized exchange will 
tend to attract an open interest of trades in a commodity in a fairly 
fixed ratio to its production. 

The significant factor follows that the relatively small volume of 
onion production lends itself readily to influence and manipulation 
of price by a few individuals, even under the surveillance of and tech- 
nically within the rules of the Commodities Exchange Commission. 

Further, this manipulation can be accomplished by use of rela- 
tively smail amounts of money by today’s standards in an obscure and 
unprocessed crop like onions. 

ere two important factors emerge to clarify the foregoing and at 
the same time to clinch the argument that the economic value and 
service of the grain futures markets do not extend to onions futures 
trading: First, onions are sold and consumed without processing. 
They go to no mill for conversion. They normally are sold through 
brokers and distributors who will direct the shipments by rail or truck 
straight to service wholesalers, and although Chicago and New York 
terminal markets tend to establish the going price plus and minus 
freight differentials, the vast bulk of these shipments do not ever 
actually burden those two terminal markets in this process of distri- 
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bution. Every grower knows that it is murder to prices to consign 
unsold cars of onions in quantity to Chicago or New York, or to any 
terminal market. ‘ 

Therefore, it follows that a manipulation downward of the onion 
futures market can be profitably accomplished, and in our opinion has 
been accomplished, by the simple process of gradually establishing a 
“short” position of a large number of cars, and then at the opening 
of the delivery month flooding the Chicago terminal with a concen- 
tration of cars that are promptly ccealied for sale at any price, the 
lower the better for these pur ae 

The resulting loss on the physical onions, which may have been pur- 
chased from many growers, is more than offset by the profit on the 
repurchase or “covering” of the larger number of previous paper 
“short” sales. | : 

In the meantime, the terminal market is loaded with onions that 
soon become “stale pack” or are thrown into Chicago cold storage to 
overhang and complete the demoralization of the market and disrupt 
the normal processes of distribution. , 

These inferior stale packs pressing for sale compete with and frus- 
trate the whole chain of distribution clear back to the farmer’s gate, 
who now must compete in price with the deteriorating glut on the 
terminal market. 

Here the second of the two factors I mentioned comes into play. 
Again unlike grain, autumn onions sprout and go to pieces with the 
coming of spring. March is known as the end of the line, and errors 
in market judgment cannot be deferred; or, perhaps, ameliorated by 
continued storage. 

Therefore, the rout is complete and a declining market precipitated 
to vertical descent when terminal storages are finally dumped for 
salvage, or refuse, come the warmth of spring. 

Insult was last week heaped on loss when March onions sold in 
Chicago at 10 cents a 50-pound bag, in a sack costing the grower 19 
or 20 cents and carried to Chicago for 15 to 25 cents freight. 

Now such a rout would not have been possible, of course, had there 
not been too many onions at the end, with an oversize crop of new 
onions over the southern horizon. 

But the fact remains that, based upon history, a crop of the statis- 
tical size of that of last year should have been distributed at a fair 
price to grower and consumer over the winter marketing season. 
it is small satisfaction to thousands of small producers to be told their 
market had been killed in November by the piling of hundreds of cars 
into storage in Chicago, as they were delivered on a futures market 
where the price had been held higher than the cash market in the rest 
of the country and thus attracted the shipments. 

Now you will be told that the price on the futures exchange can’t 
long be manipulated downward unless there is an oversupply of 
onions, and that the converse is true in “bull” moves. But that is 
only a halftruth. An average crop can be made into a surplus crop by 
inducing restricted early distribution through influencing holding ac- 
tion, by advancing futures quotations. 

Further, active eager bidding or selling in a futures market as rela- 
tively small as that of onions will accelerate a trend or swing to mag- 
nified disproportions: A downward trend is tipped into a rout; an 
upward trend skyrockets against the consuming public. 
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We shal] not take your time to demonstrate how a “bull” manipu- 
lation can be and, in our opinion, has been accomplished from time 
to time in past years, by playing upon the converse of the same de- 
vices we have already described, and by adroitly utilizing the in- 
herent characteristics of the onion futures markets as cited. 

Parenthetically, we should like to add at this point that the onions 
futures market tends to perpetuate overproduction; and, therefore, 
hardship for the growers. This it does by encouraging what we call 
suitcase and barbershop farmers to finance an onion crop based on 
early quotations of the futures market and early sales against it for 
November delivery. 

This custom, increasing in recent years, undoubtedly is responsible 
for planting many acres of onions that would not otherwise have 
been grown, by people without consumers’ markets now sense of re- 
sponsibility of effects of their manner of distribution upon the market 
structure. 

A delivery to a speculator on a futures exchange does not consti- 
tute distribution. e exchange has been requested to withhold ini- 
tiation of trading in this short-storage crop until after normal plant- 
ing dates; for example, until June 1; but favorable action has not 
been forthcoming. 

In other directions, however, the Mercantile Exchange recently has 
partly acknowled the intolerable effects upon the thousands of 
onion wers and the normal-channel distributors of the country 
by ma ing significant and other changes in its onion futures con- 
tracts; and we congratulate them for this. Nor do we blame them 
for wishing to continue their very profitable commission business. 
Neither do we question the economic contribution of other futures 
markets. 

We do hold, however, that the vehicle of trading, our onion crop 
or other perishables, do not lend themselves to futures trading for 
the reasons we have tried to present to you today; and that it is our 
contention that it is repugnant to your concepts to permit continua- 
tion of a system wherein a few willful men of weak conscience can 
quite readily profit from the accelerated and induced losses of thou- 
sands of producers and their distributors. 

In conclusion, please let me quote the Vegetable Growers Associa- 
tion resolution to which I referred and which brings me here today : 


PoraTo AND ONION FUTURES 


Because of the relatively small volume of trading and potential deliveries 
of these commodities and the resultant ease of manipulation of the future 
markets for them, which can and have brought disrupted cash markets to the 
producers and consumers thereof, it is hereby resolved that the continuation 
of futures trading in those commodities on the New York and Chicago Mer- 
cantile Exchanges is not. in the public interest and that the full efforts of the 
Vegetable Growers Association of America be directed to the suppression and 
elimination thereof. 


Mr. Aserrr. Thank you very much for your statement. 
At your convention that you referred to was it in Washington ? 
Mr. Swan. Yes, sir; I think some of you were down there to visit 
us, which we were glad to see. 
r. Assrrr. Is it possible for a small farmer, or do the small farm- 
ers usually use the exchange to protect their onions? 
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Mr. Swan. Ideally they could. In practice they generally do not, 
because there are some factors I did not choose to take the time to 
develop today, that make it extremely hazardous for the small farmer 
to take advantage of that hedging theory. 

For example, a man can have in August nearing maturity a nice 
looking field of onions. The price may, as it has in the past, be quite 
attractive, say, $2 a bushel at that time. He may possibly hedge that. 
And this historically did happen to one of our members in Wisconsin, 
hoping to tie down and secure that price for his production. 

n the meantime, he may be hit by a storm that will put his onions 
out of technical grade, acceptable for delivery on the exchange. Un- 
less he covers right then and there and it will probably be at a loss, 
because the storm would no doubt reflect at least a sentimental effect 
that would increase the price momentarily. Unless he covers im- 
mediately he will run out of gas by the call of additional margins as 
it progresses on upward. That has happened. 

r. Aspirr. The small producer just cannot use it ? 

Mr. Swan. In fairness, I should add, Mr. Abbitt, that there are fa- 
cilities available to the small grower, if he understand them and avails 
himself of them, in which people carry his risk for a consideration, 10, 
15, 20 cents a bushel. 

Of course, if he has the bad luck to lose his crop as well as to lose 
money on his hedge, too, he will be expected the following year through 
some means or other to make up any deficit resulting from it. 

He can be relieved of the need of putting up Ane by agreement 
with someone acting as a factor in financing of the hedging. 

Mr. Axsprrr. So far as the producer is concerned the use of it is 
practically nil? 

Mr. Swan. I would not want to overdraw that. Some producers 
do use it. 

I think that the trend of the events the last few years and the in- 
creasing utilization of the discovery that prices can be influenced—ma- 
nipulation is an ugly word—so we will say prices can be influenced 
in the direction that the small clique may desire—has deterred many 
producers who would be financially in a position to do some from 
using the exchange. 

Mr. Asstrr, Next to the last page right there at the bottom you talk 
of “making significant other changes in its onion futures contracts,” 

Will you point to 1 or 2 of those? 

Mr. Swan. Although you could get far more expert witnesses than 
I for that PUT Oa, the principal thing and probably no doubt a 
strong a in the right direction is that in the 1956 contracts there 
is involved a penalty of 25 cents a bushel for delivery of onions from 
cold storage as contrasted to standard delivery price settlement of the 
contract, so to speak, on team track. 

The reason for that is to avoid this carrying over of a temporary 
surplus that has been attracted to Chicago in November, into stora 
where it overhangs the market and then becomes stale stock, tech- 
nically deliverable on the exchange but not desirable as top quality 
onions by your best distributors and likely to be run around on the 
track again in January and February, and worst of all in March as 
you recently saw. 

Mr. Assrrr. Thank you very much. 
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Mr. McIntire. Mr. Swan, I am very happy that your schedule was 
such that you could give us the benefit of your thoughts here because 
I, having had some ns associations with the vegetable industry over 
many years, know the esteem in which you are held by that group 
across the country. 

Mr. Swan. Thank you, sir. 

Mr. McIntire. This change in the contract that you refer to—is 
25 cents enough ? 

Mr. Swan. In my opinion, that is merely a step in the right direc- 
tion. Had growers’ opinions been acted upon by the board of gov- 
ernors, I believe they would have set a minimum or 25 cents, or 24 
percent of the settlement price at time of delivery, whichever is 
greater. That would have gone further. 

Now 25 cents would have deterred anyone in a duller market. In 
a $2 market I question it very much. That is a matter of opinion. 

Mr. McIntire. Twenty-five cents is quite a bit in a market in which 
losses have a relatively narrow fluctuation but certainly in a market 
that moves from $2.75, to a contract of 10 cents, 25 cents is a specula- 
tive opportunity ; it is not? 

Mr. Sires, Yes, that is right. 

Mr. McIntirz. It would be well to inject here that it looks as though 
the board were searching out an appropriate restraint in storing the 
onions, 

But I did want to get your thought as to whether 25 cents is signi- 
ficant enough to actually get at this problem of onions going into 
storage because there is an opportunity of pulling them out and later 
hitting the market. 

What is the deposit required on the part of an onion contract, on 
the part of the seller, let us say? How much of a deposit does he 
have to put up? 

Mr. Swan. I believe it still remains at $400 a car, or $300. It has 
been changed. 

Mr. McIntire. What are the margin requirements? 

Mr. Swan. He has to maintain then a margin that would be equal 
approximately to $200 a car. That varies with the discretion of the 
broker within certain limits. 

In other words, if he gets an advance against him in case he is 
short, he is hedging, it would call for additional protection, perhaps. 

Mr. MoIntire. Then the rules of trading fix that margin. It is a 
fixed rule? If I remember correctly, on the New York Board in rela- 
tion to potatoes, if the market moves 10 cents, margin is required. 
If it moves within the 10 cent range, no additional margin is required. 
But if it moves 10 cents or more, the margin is required right then. 

It is required not to the extent above the 10 cents but the margin 
must be put up in the extent to which the contract has gone against 
you. 

Mr. Swan. Yes. 

Mr. McIntire. Is there any such fixed rule in the onion grading? 

Mr. Swan. The Chicago Mockraing Exchange—I do not know 
about the new contract—has not insisted upon maintenance of margin 
equal to the original deposit. They require a maintenance of margin 
for the protection of the contracts. The broker representing the 
transaction for the two sides of the trade, of course, is compelled to 
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maintain a margin. I believe his requirement at the clearinghouse 
isonly 10 cents. Iam not clear on that. 

As I say, on those factors of margin, I prefer you get that from more 
expert testimony. 

r. McIntire. There is one other point. Perhaps this may not be 
one you are familiar with. You made reference in response to Mr. 
Abbitt’s question as to how the average or small grower may use or 
may not use the futures to any great extent. You made reference 
there to the fact that he can be relieved of the margin requirement 
Se the handling of it perhaps by a third party, if I got your 
thought. 

Mr. Swan. Yes, sir. 

Mr. McIntire. Is that a very fluid or flexible arrangement—plac- 
ing him under a financial obligation to somebody else because the 
Board itself would require the margin ? 

Mr. Swan. Yes. In answer to your question, if the small grower is 
one of unquestioned integrity and reputation, where it is known in 
spite of adversity he will ultimately make good any troubles he gets 
into, can enter into a very attractive arrangement with people asso- 
ciated with the exchange or by third-party factors distributing onions. 
It will be done, if you would like to have me develop that a little 
bit-— 

Mr. McIntire. Yes. 

Mr. Swan. Somewhat in this fashion. We will say that Joe Smith 
has a fairly likely looking crop coming along and he would like to 
hedge 10 cars of onions but he knows any little advance will run him 
out of gas and put him up against the wall literally until such time as 
he has a bankable asset. 

Onions in the field are not a bankable asset. You and I know that. 
Once they are in a bonded warehouse, subject to insurance, then they 
are a bankable asset. And he can offset in bank operations, any in- 
crease in the market by increasing the loan because of the apparent 
value of his onions for margin purposes, to keep good his margins 
over in the exchange. 

Well now, that very process is what is taken care of by what I call 
this factor, the financing factor. And he may do that for, say, 10, 
15, 20 cents a bushel charge to the farmer who wants to protect his 
price, say last August, of $2.25. 

If he wanted to sell onions say for that, he could probably protect 
himself anywhere from $2 to $2.05 or $2.10, by letting this other man 
take care of the margin and the banking of it. 

That man is working on a relatively sure thing because he has the 
hedge there to back up the protection. 

The only question then goes back on the deliverability of the onions 
in storage or the integrity of the man that has made the commitment. 
It can be worked out. 

Now in answer specifically to your question I do not think it is prac- 
ticed extensively among those you refer to as the small growers. 

Mr. McIntire. It boils down to whether you have the credit that 
somebody will extend you to meet those requirements instead of taking 
it out of his own pocket. 

Mr. Swan. Yes. For example, I have and I can—gone to the bank 
after the onions were in storage and borrowed money on the onions. 
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To keep good a margin as we had a few years ago when the margin 
went the other direction. 

Mr. McIntme. Thank you. 

Mr. Assrrr. Thank you. 

Mr. Swan. Thank you. 

Mr. Assirr. Is Mr. Berkowitz here? 

(No response. ) 

Mr. Assrrr. He was to be here to represent a grower. 

Mr. Marvin Berry of Edison, Calif. 

(No response. ) 

Mr. Assrrr. Next is Mr. Christenson of Minnesota. 

(No response. ) 

Mr. Assrrr. Mr. Slinger of Randolph, Wis. 


STATEMENT OF DAVID H. SLINGER, ONION GROWER, 
RANDOLPH, WIS. 


Mr. Strncer. In submitting this testimony in favor of futures trad- 
ing in onions I’ve divided it into four parts, namely: (1) advantages, 
(2) results, (3) complaints, (4) recommendations. 

First, advantages : 

1. Price insurance: The primary function of a futures market is 
to furnish a place where producers and handlers of a commodity can 
purchase price insurance. Onions are a hazardous crop, mainly on 
account of price. They are used for seasoning with the result that 
the demand is relatively inelastic regardless of price. 

If the market is short one onion everyone wants onions, and if there 
is an onion too many nobody wants onions. It cost $300 and more to 
grow, harvest, and store an acre of onions. 100 acres are needed for 
an economical unit of production. 

This futures market takes the gamble out of onion farming and puts 
it on a business basis. A grower now need not take any more risk 
on 100 acres than he formerly took on 25 acres. As his risk becomes a 
concern, he can transfer it to the shoulders of some speculator who 
is willing to carry that risk. 

2. It provides the “eyes and ears” for the farmer on market condi- 
tions and especially future prospects. Dealers now cannot take unfair 
advantage of farmers, because they are now as fully informed as the 
buyer. e market provides quotations for wide distribution. 

3. Makes financing of crops and inventories easy. A sack of onions 
has no real value, unless the owner has a contract for the future de- 
livery of that sack of onions. Banks are seeking loans on onions, pro- 
viding the onions are hedged. 

4. Brbwities a continuous market. If a grower becomes uneasy over 
the market he can sell out in a few minutes. The same liquidation 
of risk without a futures market could take several months. 

Second, the results: 

1. The average price of onions in Chicago for November has in- 
creased 163 percent for the past 10 years, 1946-55, compared to the 
10 years, 1932-41, prior to futures trading—$0.73 to $1.92. 

is compares favorable with other agriculture commodities which 
have increased 166 percent during the same period, 99.1 to 264—index 
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numbers on pre-World War I base equals 100. Also, onions have had 
no oe supports. ; 

hose figures were obtained from the United States Department of 
Agriculture Agricultural Department of Economics, and they are 
average prices, wholesale prices in less-than-carload quantites, based 
on stock of U.S. No. 1 Yellow Globe onion at Chicago. 

Those other figures were obtained from Cornell University depart- 
ment of agricultural economics. 

The spread in price between November and March has decreased : 
1932 to 1941, inclusive, 52 percent increase in price, $0.73 to $1.11; 
1946 to 1955, inclusive, 10.4 percent increase in price, $1.92 to $2.12. 

Formerly, growers sold in the fall to onion spoon who specu- 
lated by holding the onions for later markets. These people have been 
replaced by speculators in “paper” onions who get all the eae 
of an advance in the market without having to finance and actually 
handle the merchandise. He can sell out in a few minutes when he 
is ready. 

The competition among speculators for this lucrative risk has nar- 
rowed the spread from November to March with the profits accruing 
to the growers. In fact, these profits for the speculator have become 
so thin that growers are apprehensive for fear the goose that lays the 
golden eggs disappear from the scene. 

Third, complaints: 

1. Prices: Increased yields per acre have forced many onion growers 
to quit in the last five years. Acreage for late-crop onions has de- 
creased by roughly 10,000 acres, or 15 percent. All change is painful 
and it is logical when an onion grower feels pain to blame whatever 
is new, in this case the futures market. 

2. Exchange slow to correct abuses: Most serious students admit we 
need the speculators and that he performs a valuable service in a free 
society. However, they are critical of the exchange for not taking 
steps to curb new evils as they arise. These evils are an old story in 
every new futures market. 

Let us take a quick look at our grain market. In 1868 a corner a 
month was reported. In 1874 farmers associations passed resolutions 
to stop trading in grain. 

In 1887 corners of colossal proportions are reported. One clique 
held 45 million bushels of wheat. Another held 30 million. Fifteen 
firms failed account corners, 

On a certain day in 1892 corn was $1 a bushel account of a corner; 
thirty seconds later it was 50 cents. In 1896 Joe Leiter cornered the 
wheat arnt This sort of thing continued until the Government 
step in. 

_The same thing happened in onions. Unfortunately, the board of 
directors of the Chicago Mercantile Exchange is composed almost 
entirely of brokers. While they have been as fair as possible to both 
buyer and seller, it is only natural for them to favor those policies 
which result in the most trading. If the hedger is forced out, due 
to unwarranted low prices or risks of delivery, then the exchange 
becomes merely a place for gamblers to congregate. 

Repeated and constant pressure from the industry for changes have 
been ignored. People trained in butter and eggs are now onion 
experts and we in the industry know little or nothing. After one such 
meeting in Chicago with industry leaders an official of the exchange 
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said to me, and I quote, “I don’t pay any attention to these farmers; 
we’ve got a good thing here.” 

After 5 years of complaints the exchange has finally made some 
substantial changes. It is not known whether it is their hearts that 
have softened from grower criticism or their necks from the hot breath 
of Congress. Regardless, these changes are most welcome. 

Fourth, recommendations: More changes are needed and I recom- 
mend the following : 

1. The Semaine Exchange Authority should take steps as soon 
as possible to place Treats on speculative positions. 

just learned yesterday that they are not taking those steps. 

2. The Commodity Exchange Authority should be given broad 
powers to compel the exchange to adopt any rule that in their opin- 
ion would help the exchange to better perform the function for 
which it was crea’ 

In conclusion, with your help, this futures market can and should 
be a good thing for the onion grower. 

Mr. Ansrrr. Mr. Slinger, we thank you for your statement and the 
recommendations and observations. 

I notice you have here “grower and shipper” of onions. Just for 
my information when you said “shipper” it means you buy onions 
and then ship them, or what is the setup there? 

Mr. Surncer. Well, no, I do not. I used to do some of that, but 
I have done very little of it for several years. Mostly just a grower. 
I do handle some onions for some folks that have been associated with 
me, that grow onions on one of my farms. But outside of that, I 
handle very few onions outside of the ones that I grow. 

Mr. Assrrr. Where did you ship your onions? 

Mr. Suincer. We shipped them all over the country. I might 
say that I have used this futures market since it started in 1942. 
I think I was instrumental in getting it started. It has worked out 
very well for me. We have made very few deliveries on the board. 

In the last 5 years we have had practically 100 percent of our 
crop hedged. I, myself, have not delivered a car of onions. If people 
will use it and pick up their hedges when they have an opportunity 
to sell in the cash market against the hedges, there is very little need 
for many deliveries. There is a vicious practice, though, that has 
sprung up in the last 3 years, where large short positions go out in 
the country and buy a couple of hundred cars of onions at a loss 
and bring them in there to just throw on the market. That has got 
to be stopped. 

Mr. Assrrr. Who does that? 

Mr. Surnoer. Large speculators with small conscience. 

Mr. Assrrt. Are they gentlemen of the exchange ? 

Mr. Surnoer. Yes. 

Mr, McIntme. Mr. Slinger, I would like to ask you—I do not want 
to consume too much time, but the very last part of your statement 
here is the very thing we are very deeply interested in, that in our 
“rere riate function something constructive can be done. 

d your item No. 4: 


More changes are needed and I recommend the following: The Commodity 
Exchange Authority should take steps as soon as possible to place limits on 
speculative positions. 
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Could you elaborate on that for our counsel just a little, so that we 
could get a little more specific idea what your recommendation is 
there ? 

Mr. Surncrr. Well, yes. You see if a man is permitted to take a 
short or a speculative position of 2,000 cars, then it is easy for him to 
try to protect that position by forcing the market to go the way he 
wants it. 

In other words, he places the bet on a horse and he proceeds then 
to dope the horse to make sure that his horse wins. 

If you had limits on his position that he could not take over 100 or 
200 cars, then it would not be profitable for him to go out in the 
country and buy onions to protect that small position. 

But if he has a very large position, then it is profitable for him to 
protect it. 

Mr. McIntiee. Your thought is to put a ceiling on the number of 
contracts that can be held by one individual person at any one time if 
those contracts are in a speculative position ? 

Mr. Surneer. That is right. The Mercantile Exchange in these 
changes that they have just recently brought in, do have limits on 
speculative positions, They have just put them in. However, the 
exchange does not have the power that the Government has to enforce 
them, because the penalties that the exchange can impose are very 
modest even if it is a person that is a member of the exchange and 
they have no control whatever over persons that are not members. 

ut if the Government puts the limits on, they have a little clause 
in there that says “a year in jail and up to $10,000 fine.” 

Mr. McIntiee. All right. 

Let us refer to the second one: 

The Commodity Exchange Authority should be given broad powers to compel 
the exchange to adopt any rule that in their opinion would help the exchange 
to better perform the function for which it was created. 


Will you elaborate on that one a little bit? 

Mr. Surncer. Yes. This onion thing is probably one of the most 
difficult commodities that has come along to try to adopt to futures 
trading. It is only by trial and error that they can find the right 
solutions to these problems as they arise. If you have a large volume 
of trading, and the brokers are satisfied with that trading, it is very 
difficult for the industry to come in there with recommendations. 

They take the position, “Why call in a doctor for a healthy patient ?” 

So my recommendation is that the industry hereafter, instead of 
going to the Mercantile Exchange for these changes, they go to the 

ommodity Exchange Authority, and ask for changes, and they in 
turn will insist that the Mercantile Exchange adopt some changes that 
they will have to try on a trial and error basis. 

Here is one example: The Securities and Exchange Commission 
has somewhat that authority on stocks, and they insisted that the 
New York Stock Exchange put in this rule that no speculative short 
seller could make a sale below the last sale. 

I do not know whether that would be below the close of the market 
the day before, or right during trade. However, they were trying to 
— this concentraded raid on markets when you had a down market 
with this concentrated speculative short selling. And so they insisted 
that the stock exchange put in that rule. 
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It is the same sort of thing that I am recommending here. The 
Commodity Exchange which regulates commodities has broad author- 
ity to force the commodity markets to put in these rules as they see fit. 

Mr. McInvire. Is it not true that in order to give them that much 
authority we would have to amend the existing authority quite sub- 
stantially? They do not have it today, do they ? 

Mr. Surincer. That is possible. But I do not think it is too difficult. 
It is Congress’ job. 

Mr. McIntire. You feel that through this route this whole problem 
could be substantially alleviated if these changes were made? 

Mr. Surneer. Thatisright. That is right. 

Mr. McIntime. There has been some suggestion that the market 
should not be permitted to move only within a certain fixed range and 
then close for the day, rather than to have it move in an unlimited 
rong What is your thought on that? 

r. Surncer. Well, It is really not too important a point. They 
have a limit now of 50 cents a bag. Whether it would help to narrow 
that or not, I do not know. I would doubt it very much. The main 
thing that we have got to eliminate is this concentration of onions 
here in Chicago, both in cold storage and on track. 

I think that the quarter discount on cooler onions might take care 
of it. There is no provision in the contract to take care of this accu- 
mulation on track. 

There are ways that that can be done, in my opinion. I suggested 
a year ago that the deliveries be made in bulk, f. o. b. in the grower’s 
warehouse. I submitted a plan whereby that could be done. I had 
no oe knowledge of any such plan in other commodities, but I 
understand yesterday that there is a plan similar to the one I sug- 
gested in effect in cottonseed oil, that instead of tendering a certain 
number of cars, you tender something like an intent to deliver a certain 
number of cars. 

And then that ticket is traded for a few days and the buyer has a 
certain number of days to give a instructions, and the onions 
are taken right at shipping point either by car or by truck. I believe 
such a plan could be worked out in onions. 

Mr. McIntire. Thank you. 

Mr. Assrrr. Thank you. 

Mr. Surncer. Thank you. 

Mr. Assit. Mr. sane. Draght of Hudsonville, Mich. 

Mr. Henry Dracut. I have no statement at this time. We are 
here with a group of boys. 

Mr. Aperrt. Thank you very much. 

Mr. John Schuitema. 

Mr. Joun Scuurrema. I have no statement. 

Mr. Assirr. Is there anything you would like to say? We would 
be glad to have you. 

. Scourrema. We are very well represented. 

Mr. Assrrr. Mr. Scholtens. 
nee yourself for the record. We are glad to hear from you at 

is time. 
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STATEMENT OF ALBERT SCHOLTENS, GRANT, MICH. 


Mr. Scuorrens. My name is Albert Scholtens from Grant, Mich. 

We wish to take this opportunity to thank the committee for allow- 
ing us to express ourselves on behalf of our interest in the onion indus- 
try of which we feel we are an important factor as growers of northern 
onions. 

We are here today with some 40 growers from Grant, Mich. The 
Grant area alone has some 2,300 acres of onions this past year produc- 
ing over a million bushels or about one-thirtieth of the onions raised 
in the Northern States. 

These growers have asked me to speak for them expressing their 
thinking in regard to the trading of onions on a futures market as 
has been done here in Chicago on the Mercantile Exchange for a 
number of years. 

We are concerned about the effect which the future trading of 
onions is having on the onion industry. We are concerned about the 
effect which the future trading of onions is having on the lives of our 
families and those in our community. Surely the well-being of those 
engaged in the onion industry affects many more than just the growers 
themselves. 

We are convinced that the future trading of onions may well be the 
ruin of our industry. We believe that future trading of onions should 
be discontinued and to that end we are in favor of legislation that 
would prohibit the trading of onions on a futures market. 

We have with us a petition requesting this type of legislation signed 
by growers in the Grant area. We wish to present this petition at 
this time. 

Mr. Axssrrr. We will be glad to have that petition and make it a 
part of the record. 

_ If you would like, we will be glad for your growers to stand at this 
time. 

Mr. Scnourens. May we have all of the folks rise. 

Mr. Assrrr. We are very glad to have you with us and we appreci- 
ate very much your appearing here. There may be several of them 
that maybe want to be heard. 

(The petition, referred to, is on file with the committee. ) 

Mr. Assrrr. Are you a producer of onions? 

Mr. Scuourens. Yes, I am. 

Mr. Azetrr. What is your average production per acre? 

Mr. Scnourens. It has been about, in the past—about 30 acres. 

Mr. Axzsirr. What is the average production per farm in your area, 
estimated ? 

Mr. Scuovrens. An average production, [ would say, would be 
apgroninately 500 bags. 

r. AppitT. What does the average farmer plant; what acreage 
does he plant? 

Mr. Scnonrens. What acreage? 

Mr. Axsrrr. Yes. 

Mr. Scuourens. In our area the acreage varies considerably. I 
would say from 20 to possibly 150. 
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Mr. Assrrr. Thank you. 

Mr. McIntree. I did not get your name. 

Mr. Scnotrens. Albert Scholtens. 

Mr. MoIntime. Mr. Scholtens, in your area do you find much ac- 
tivity on the part of the growers in hedging their costs by selling on 
the board ? 

Mr. Scnorrens. I would say that the activity has been increasing. 

Mr. McIntire. Beg pardon? 

Mr. Scuourens. I would say that the activity has been increasing 
as the years go along, for reason in my opinion of necessity, not because 
of choice of the growers. 

Mr. McIntire. By that am I to understand that there is increasing 
volume of contract financing? 

Mr. Scnourens. Of contract financing and of voluntary contract- 
ing as well as because of the fact that the man that does not have a 
con he is out in the cold. 

Mr. McIntme. In the case of this hedging activity on the = of 
the grower, is he in a financial position usually to put up the deposit 
and protect himself on the margins or does he usually have to resort 
to additional financing ¢ ; 

Mr. ScHorrens. I would say that very few farmers are in the posi- 
tion to furnish the financing for hedging purposes. That financin 
also is not available through the freon financing sources of norm 
practice of business. 

Mr. McInriee. What are your usual sources of finance to growers 
in your area outside of contract? I am referring to the banks and 
the production credit associations, private individuals, Farmers’ 
Home Administration—are they all active in the financing there? 

Mr. Scuourens. They are. 

Mr. McIntire. In their financing program do they feel that the 
hedging is an essential part of the lending policy of those agencies 
or is it not an essential part? What is the attitude of your lenders 
outside of the contract field in relation to the principle of hedging ? 

Mr. Scnourens. To my knowledge these lenders do not enter into 
the financing of the contract business. 

Mr. MoInrime. Then as a farmer in your area needing financing, if 
you were to goto your local bank or your production credit association, 
then by and large the decision as to whether they make a loan or they 
do not make a loan, would not hinge substantially on whether you 
have hedged or have not hedged ? 

Mr. Scuorrens. I think possibly they would take it into considera- 
tion. However, they will finance only the production of the crop, 
not the hedging. 

Mr. McIntire. They do not finance the deposit for the hedging of 
the contract nor assure the lending of the margin if it is required ? 

Mr. Scuorrens. No. 

Mr. McIntire. That is then something outside of the field of 
financing of those agencies? 

Mr. Scuorrens. Yes, it is. 

Mr. Mointire. Thank you. 

Mr. Assirr. Thank you. 

Mr. Scuourens. Thank you. 
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Mr. Assrrr. We have here with us Mr. Selby, who is secretary of 
the National Onion Association, and I understand there are several 
witnesses that your association would like to be heard. 

We will be glad to have you come around and say something 
yourself, 

Mr. Jack Sextsy. No, sir; not at the moment, sir. ! 

I would like to introduce first the president of the National Onion 
Association, Mr. Veril Baldwin from Jackson, Mich. 

Mr. Azsirr. We are very glad to have you, Mr. Baldwin. 


STATEMENT OF VERIL BALDWIN, PRESIDENT, NATIONAL ONION 
ASSOCIATION, JACKSON, MICH. 


Mr. Baupwin. Mr. Chairman and members of the committee, my 
name is Veril Baldwin, of Jackson, Mich. My 2 sons and I grow 
200 acres of onions annually. As president of the National Onion 
Association I have been authorized to speak for an overwhelming 
majority of the members of this nationwide organization. 

We have members in every onion-producing State, representing 
every phase of the onion industry as growers, shippers, receivers, 
brokers, processors, manufacturers, and speculators. _ 

In addition, I have been authorized to appear for the Michigan 
Muck Crop Growers Association, the Indiana Muck Crop Growers 
Association, Western Growers Association, Associated Colorado 
Growers and Shippers, Indiana Potato Growers Association—for this 
meeting only—I am also authorized to speak for the Texas Citrus and 
Vegetable Growers and Ship Association—and other agricultural 
groups to speak in their behalf. 

From conclusive information we have received, my statements will 
also reflect the thinking and sentiment of almost everyone in the entire 
onion industry. 

About 15 years ago, before onions were listed on the board, officers 
of the Chicago Mercantile Exchange met with members of the National 
Onion Association in Kenton, Ohio, and asked for an expression of 
opinion on the merits of onion futures. 

At that time a large majority held futures trading in onions would 
be detrimental. The association and almost everyone in the industry 
op the addition of onions to the board. 

pite this opposition officers of the Chicago Mercantile Exchange 
listed onions on the board and trading in onion futures began in Sep- 
tember 1942. During the years since the industry, having no recourse 
or control, has suffered almost constant ill effects from futures trading 
which was forced upon them without consent or approval. 

This opinon, plainly expressed in 1942, has remained unchanged 
except to have spread and intensified to the point of being an almost 
unanimous opinion of everyone engaged in onion operations. 

Obviously some, a small minority, think otherwise. Those few per- 
sons directly engaged in mercantile exchange business naturally do 
not share our views. 

The question has been asked why futures trading, so undesirable 
to the industry, has grown so tremendously. The answer is that a 

at volume of trading is being done by a few professional specu- 
ators who, with heavy trades, manipulate the futures market. 
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Asa result many, such as growers, feel they must protect themselves 
by hedging a portion of their production to avoid falling victims to 
vicious, sharp drops and advances in the market. 

At best, they can protect themselves only on a portion of their crop 
and growers who do this generally end the season with the firm con- 
viction that an orderly cash market maintaining reasonable price 
levels is much more desirable to the complications and evils brought 
on by the wild fluctuations of a futures market. 

The onion industry has no objection and takes no exception to 
futures trading in staple commodities such as cotton, grains, ete. It is 
admitted futures in these commodities have a history of apparent 
success. 

However our industry is in almost unanimous accord that onions 
do not lend themselves to futures trading first because they are perish- 
able. Onions have a short season have no manufacturing value no 
storage stability and with such limitations cannot be traded in futures 
in a normal manner. 

This is confirmed by constant unsettled markets wildly fluctuating 
prices and a well-beaten well-defined path of disaster for onion 
growers. 

Only those engaged in merchandising of actual onions can con- 
ceive the demoralizing effects of futures when hundreds of hedges 
are being lifted during a delivery month. 

With ees deliveries, cars of onions are offered at bargain prices 
far below current cash market levels. This is snowballing in its de- 
pressing effect. Sometimes declines in cash markets are as great 
as 25 cents per bag in 1 day. In recent years this has happened 
so many times it is almost commonplace. 

The 1955-56 late summer onion deal has followed the same pat- 
tern of previous seasons. The distress is in direct proportion to the 
number of commitments in futures contracts. Statistics show 1955- 
56 to be the only season in history with production below 30 million 
sacks which has failed to be profitable. 

During comparable seasons prices have ranged 3 to 4 times above 
those of 1955-56. Much more can be said but in the interest of brevity 
1 will only say it is the firm conviction of myself and almost every- 
one else in the industry that onion prices this season would never 
have been below $1.50 per 50-pound bag f. o. b. except for the manipu- 
lations of futures trading. 

The Chicago Mercantile Exchange has often boasted it is the great- 
est onion market in the world. The March 1956 contract closed at 
15 cents per bag after reaching a low of 10 cents. Fifteen cents rep- 
resents less than the cost of a new onion bag. 

Is that the return a grower should expect for an entire season of 
expense, labor, and effort in producing a crop? The grower has 
realized less than nothing. 

In the case of futures it is not unreasonable to estimate that ac- 
cumulated brokerage was as much as $400 per car on some of these 
ao which sold at 10 cents per bag. 

us onion futures has bled the industry, and particularly the 
producer, of millions of dollars and contributed nothing but con- 
sistent disaster. 


72795—56—pt. 2-6 
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It is a recognized fact that when prices become demoralized no 
one profits. But, despite this condition in merny point and whole- 
sale markets the consumer rarely, if ever, knows the onion market is 
demoralized. The average price to the consumer today is about 8 
cents a pound. » be 

And from the comments you have heard here today, that price is 
conservative. 

If my arithmetic is correct, the difference between what the seller 
received at 10 cents per bag and what the consumer paid is 4,000 per- 
cent. It seems there is no limit to how ridiculous this situation can 
become. toy i 

The only argument favorable to futures trading is the hedging 
possibilities. This, however, is offset by the fact that hedging in- 
creases production and acreage and causes surplus. 

Members of Congress foals need be reminded of the evils of sur- 
plus in American agriculture. Accumulating a surplus of marginal 
quality onions in storage and on track at delivery point is a common 
practice for professional futures operators. 

This is unbelietheliie disturbing to the cash market and, combined 
with the lifting of hedges and the offering of many bargain price cars 
- the cash market, creates a situation that is disastrous to say the 
east. 

For many years mercantile exchanges have shown a complete dis- 
regard for the interests of the onion industry. Despite repeated in- 
dustry requests they have refused consistently to make any changes 
in regulations to correct obvious and flagrant evils. 

Recently, in fact within the past month, because of the avalanche 
of unfavorable publicity and the nationwide demand for legislation 
to — futures trading in onions, concessions have been made and 
a few changes instituted. These belated efforts have not pacified nor 
fooled the industry. We have no confidence whatever that the mer- 
cantile exchanges can or will satisfactorily regulate their business nor 
enforce their regulations. 

Under existing law the Commodity Exchange Authority does not 
have power to regulate or prevent the evils in futures trading of 
onions. According to their Deputy Director they are powerless to 
take vigorous preventative measures. Being a latory ncy, 
they can act only after there has been a proven case of actual violation. 

These facts have firmly convinced us that national legislation to pro- 
hibit futures trading in onions is the only logical and satisfactory solu- 
tion to an intolerable situation. 

The CEA report of September 30 shows that 15 traders, 2 percent 
of the total, held 47 percent of the total commitments; long, short, 
speculative, and hedges. This again wang out and emphasizes the 
fact that a very few speculators, either individually or in pooled 
effort, can and are forcing the onion futures market to react in un- 
believably ridiculous fashion. Their action has ruined a season for 
everyone except themselves. 

Statistically, the 1955-56 season compares almost precisely in pro- 
duction and with January 1 holdings with the 1951-52 and 1952-53 
crops. Yet prices averaged only a third of those in these previous 
seasons. 

March futures contracts in 1952 closed at $4.09, in 1953 at $3.63 
and in 1956 at 15 cents. The 1955 March contract closed at $1.60 with 
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30 percent greater holdings than on March 1, 1956, when the contract 
closed at 15 cents per 50-pound sack. 

This confirms and proves the belief that statistics, holdings, supply 
and demand mean nothing; and further substantiates the contention 
that flagrant and uncontrolled manipulation exists in onion futures 
markets. 

With the amount of money and pressure applied on the board, a 
small industry with a perishable commodity is Seine against manip- 
ulations of those determined to depress the market. The onion indus- 
try cannot maintain a reasonable cash market under such conditions. 

No other agricultural commodity has such a history of disaster as 
does the onion industry. Yet we have never before and have no inten- 
tion now of asking Congress for such special treatment as marketing 
agreements, subsidies, or supports. 

We do ask that Congress pass legislation which will return control 
of the onion industry to actual growers and shippers. We firmly 
believe this control logically belongs only to legitimate producers and 
handlers of onions. 

Legislation prohibiting futures trading will again place our industry 
on a supply and demand basis where sound, normal, and orderly mar- 
keting practices will prevail. 

In summary and conclusion the National Onion Association opposes 
futures trading in onions and respectfully requests legislation to pro- 
hibit futures trading in onions for the following reasons: 

1. Control of an industry belongs only in the hands of those who 
produce the commodity. 

2. Futures trading stimulates increased acreage and production and, 
especially with broker financing, results in unnecessary surplus. 

3. The onion industry is too small, has too short a season, is too per- 
ishable, and too vulnerable to manipulative pressure by speculators. 

4, The system of lifting hedges in delivery months and offering 
onions at bargain prices is unbelievably disturbing to the cash market 
and removes any semblance of supply and demand marketing. 

5. Futures trading results in burdensome supplies of poor quality 
and extremely distressed onions on track and in storage at Chicago 
which paralyzes orderly marketing for months. 

6. Futures trading in onions bleeds the industry of millions of dol- 
lars without contributing any recognizable benefits and without mer- 
chandising a single car of onions. 

We sincerely wish to thank your committee for making it possible 
for us to present our problems to the only agency that can help us and 
we respectfully request legislation to prohibit futures trading in onions, 
which we think is the only solution to our problem. 

Mr. Anpitr. We thank you very much, indeed, for your very in- 
formative statement. I appreciate your coming here to give us the 
benefit of your views. 

Mr. McIntire. Mr. Baldwin, I would be very much interested to 
have you state for the record, so that we may have it in the record, what 
the normal sources of figures are as available to growers relative to 
production in a current year. 

I am familiar with the set of Government estimates which start off 
with an estimate as of July 1, of what anticipated production is and 
then another estimate in August and another in October and November 
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and December, and then the stocks on hand report effective as of the 
ist of January. 

And in the potato industry those Government estimates are relied 
upon a great deal as to the evaluating of the available supplies, par- 
ticularly in a late crop. 

In the onion industry what is the basic source of the information 
and when are the reports available to the producers as to the available 
supply ? 

Mr Bautpwin. You have just described how the Government reports 
on potatoes are concerned. They report on onions precisely the same, 
but the National Onion Association supplements that report by get- 
ting out a report of their own each month. They start in June with 
acreage, and each month thereafter they come out with stocks on hand 
reports. 

Mr. McInrire. Stocks on hand? 

Mr. Batpwin. Stocks on hand reports on the first Saturday of each 
month thereafter. 

Mr. McIntire. What do you mean “stocks on hand” ? 

Mr. Batpwin. Stocks of onions on hand in the United States. 

Mr. McIntire. Those are harvested onions available for shipment ? 

Mr. Baupwin. That is right. 

We think that we do much good by that service, if it is no other 
than to alert the Government, so that they do a good job. It is quite 
a problem with us to coordinate our figures with the Government 
figures. Oftentimes we discuss that problem with them, if we vary 
drastically in any given area. We take it up with the Government 
reporters and try to arrive at a correct figure. 

The Government figures come out at the times they come out—they 
come out previous to our figures because they come out on August 1, 
and on January 1, and so forth, 

Mr. McIntire. Well now, just a point there, Mr. Baldwin. Let us 
specify more clearly the “and so forth” in there. I would like to get 
exactly when these reports come out. 

Mr. Batpwin. Here is the point I want to make, that the associa- 
tion figures invariably come out before the Government figures come 
out. 

Mr. McIntire. When do the association’s figures come out? 

Mr. Batpwin. They come out as of the 1st of the month. 

Mr. McIntire. At what time of the month? 

Mr. Batpwiy. They come out the first Saturday of the month and 
are effective as of the 1st of the month. 

“Mr. McIntire. At what time in the month? 

Mr. Batpwin. They come out the first Saturday of the month and 
are effective as of the 1st of the month. 

Mr. McInrire. When does the figure estimate come out ? 

Mr. Batowrn. The Government figures usually come after that. 
I think the 10th of August is one figure. That is when they come out. 
That is effective as of the 1st of August. That is the production 
report. 

Mr. McInviee. The production report and not a stocks on hand 
report; is that right ? 

Mr. Batowrn. The stocks on hand report as of January 1, for 
instance, comes out about the 10th of January, whereas our figures 
come out before that. 
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Mr. McInriee. I might add in this particular season which has 
been quite a controversial season never before in history have the 
association figures paralleled the Government figures so closely and 
aaa? they came out first. That is the association figures came 
out first. 

Do I understand then that the association figures are stocks on hand 
figures ? 

Mr. Batowrn. Right. 

; soak hbthatenee hile the Government’s figure is a production 
gure 

Mr. Batowin. And January the Ist the Government’s figure is a 
stocks-on-hand figure. 

Mr. McIntire. All right. We are now moving into the production 
= of 1956 in the onion industry; that is, there are no onions—per- 

aps you get an overlap out of south Texas more than perhaps in some 
— commodity but let us assume that we are in the production year 
of 1956. 

When is your first estimate of stocks on hand available? Do you 
make that every month ? 

Mr. Batpwin. Production, August 1. 

Mr. McIntme. You start your estimate then? 

Mr. Batpwin. We have an acreage on June 1 and July 1. We have 
production figures on August 1. 

Mr. McIntirg. A stocks-on-hand figure or production figure? 

Mr. Batpwtn. It would be the same thing on August 1. 

Mr. McIntire. Then when does the Government begin their first 
current-year estimate? 

Mr. Barpwin. August 1. 

Mr. McIntire. August 1? 

Mr. Batpwin. Yes. 

Mr. McIntire. That is continued monthly over what period ? 

Mr. Batowrin. Well, the association continues it monthly. That 
is until the ist of March. But the Government, as you have just said 
and are familiar with, they do not come out every month. They do not 
come out as often as we do. 

Mr. McINrtee. They do not issue 1 in September and 1 in October 
and 1 in November and 1 in December? 

Mr. Batpwin. No; they do not come out monthly. 

Mr. McIntire. Am I correct then that the Government’s figure is 
on August 1 and then the next Government estimate of stocks on 
hand report is of January? 

Mr. Batpwin. They have a corrected production figure that comes 
out perhaps October 10. That is right. 

Mr. Srtey. I think they issue on the 10th of every month through 
September; then they skip November, and December 10 they publish 
their final for the season. 

Mr. Batpwin. That is production and not stocks on hand. 

Mr. Setsy. Alway production in the Government report. 

Mr. Batpwin. The only one they give is on January 1—that the 
Government gives. 

Mr. MoIntime. In view of the fact that your association gives a 
more frequent report, generally across the industry, the average 
grower looks to which set of figures for his current information on 
supplies? 
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Mr. Baupwin. I would say that they look at the figure that suits 
their position on the board. But everybody is very much interested 
in both figures, definitely. 

Mr. McIntire. I was thinking of the average grower. I was not 
thinking that he was on the board. Perhaps he is. He is interested 
in board figures, but as a farmer down the road here, growing 30 acres 
of onions, whose figures do I rely upon most frequently as my most 
reliable figure on available supplies or future supplies? 

Mr. Batpwin. You see in the months of September and October and 
November, for holding figures they have to rely on association figures, 
because they have no Government figures for that. 

But both sets of figures, when they are available, of course, are 
prime concern of all of them. 

Mr. McIntime. Might I ask, in your producing area, Jackson, Mich., 
what proportion of the producers Sedan on the board? I mean not 
in quantity but in number of individual producers down the road. 

Mr. Batpwrin. They participate in hedging some. I would not be 
able to give an exact figure, but they are hed conscious. They do 
some hedging. The difficulty in hedging and doing a good job of 
hedging is that at any given time w cs ae of your crop are 

ou justified in hedging? You soon the spot where it is no 
onger an insurance for your to hedge but if you overhedge you are 
then speculating. 

So it is limited as to how much you can enjoy the benefits if you 
can call it that of hedging. It would be wonderful if we could 
enjoy 100 percent of the benefits of hedging but there have been 
instances where people have lost their farms by overhedging. 

‘ Tg McIntiee. In other words, they sold more onions than they 
a 

Mr. Batpwin. Well, as Mr. Swan says, they have hedged and disas- 
ter might have come along and changed the condition of their prod- 
ucts so they are unable to deliver and they have to buy back their 
hedges at a tremendous loss. That has happened. 

Mr. McIntire. Would you think that generally the grower is con- 
servative on his hedge or do you think that frequently he is optimistic 
on the market and finds himself leaning toward a speculative position 
rather than a conservative vo, 73 

Mr. Batpwin. I knew, Mr. McIntire, you would get around to that 
question. 

There is something to be said in favor of the grower and the pro- 
ducer recognizing or even participating in the speculative aspect of 
the market. I know that the Maine people have been accused, the 
growers and shippers, of being too ee and not enough hedge 
minded. The onion industry is guilty of this same thing. 

The thing to be said in favor of their doing just that is this: Who 
else is better able to appraise the growing conditions, and the produc- 
gx ere ea growing season ¢ 

o else is better able to ee than the grower? No one. 

And is it conceivable that the barrier and the city speculator can 
appreciate and mets those things happening in the country and 
speculate accordingly? That is ridiculous re 

Therefore, the grower is oftentimes justified in some speculative 
effort because if he fails to do so, he will dissipate an entire season’s 
possibilities without receiving the benefits that he should. 
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In other words, the entire program or the entire deal can go down 
the drain without benefiting him much if he has failed to recognize 
the possibilities. 

Mr. MoInrire. I do not know about onion producers but I think, 
Mr. Baldwin, so far as potato producers are concerned, if they were not 
willing to take some risk they would not be in the business because 
it is a business which has rather substantial fluctuations, so by the 
very nature of the business he becomes one who puts substantial on 
the line even when he is a producer, regardless of whether he does 
it on the mercantile board or not. 

He, by the very nature of his business, has to have some degree 
of risk. I think that that characteristic oftentimes, perhaps, has 
drawn many into a speculative position, because it is the nature of 
the business over many, many years—at least that would be true in 
my area—when he puts the production cost of $300 an acre on the 
one crop he is not doing that as the most conservative type of in- 
dividual, because there are many things in agriculture that do not 
require that commitment. 

he decides that he is willing to make that kind of investment, 
and he has to have some of the characteristics of one who is inclined 
to take a more speculative risk even on a conservative basis. 

I think that may be characteristic of onion producers, too. 

Mr. Batpwrn. Yes. I think that while we are on that subject, it 
is no more than right to mention that in this recent report by 
CEA, which indicated that the onion growers—too many of them 
were speculative minded instead of = minded ; that if two or three 
large ulators classified as growers, had been classified in the cate- 
gory that they should have been classified in, other than growers, it 
would have completely changed that picture. 

So that the onion growers were not as speculative minded as what 
first glance at that report would indicate. 

Mr. McIntire. Thank you. 

Mr. Assrrr. Thank you very much, Mr. Baldwin. 

Mr. Batpwin. Thank you. 

Mr. Assrrr. Now, Mr. Selby, will you proceed. 

Mr. Sexsy. I would like now, sir, to introduce Mr. Sam Kennedy 
from Clear a Towa. 


. Kennedy. 
Mr. Assrrr. We will be glad to hear from you. 
STATEMENT OF SAM KENNEDY, CLEAR LAKE, IOWA 


Mr. Kennepy. I think I am speaking the sentiments of the onion 
eres here when I say we appreciate the fact that you gentlemen 

ve left your duties in Washington and brought this meeting out 
to us where it is more convenient to more of us. I trust this indicates 
a certain sympathy with the onion growers’ problems. 

First, I would like to just present this petition from the Iowa onion 
growers. I am entirely opposed to onion futures trading and I re- 
spectre ay will request this petition signed by growers and their fam- 

ies in my area be made a part of the official record of the ing. 

Mr. Assirr. Without objection we will be glad to have that done. 
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(The petition, referred to, is on file with the committee. ) 

Mr. Rare, I am Sam Kennedy, living at Clear Lake, Iowa. I 
have been producing onions, on a commercial scale, at Clear Lake for 
the past 50 years. e feel that we are familiar with the requirements 
for the successful growing and marketing of onions as we have grown 
and sold quite a few thousand carlots of onions during that period of 
time. 

As to the success of our operations, I will mention just one fact. 
We have paid well over one-half a million dollars in Federal income 
taxes since the income-tax laws went into effect. 

At the present time, we have 300 cars of storage capacity at Clear 
Lake. e grow storage quality onions almost conclusively. Our 
usual metho is to sell part of our crop in the fall and to store the bulk 
of our crop for later sale. 

This method once worked well. Every fall and winter we would 
have customers who would buy blocks of cars of onions—15 or 20 cars 
at atime. These buyers were generally wholesalers or jobbers—men 
who would break the cars and sell to smaller handlers. 

The minute these men purchased a block of cars they were a sta- 
bilizing force in the onion market. They not only pushed the sale 
of onions but they tried to maintain the price so that they could realize 
a profit. This was orderly marketing and any time we had a moderate 
crop of onions we could be reasonably sure of profitable markets. 

dince future trading in onions became a factor, these assured mar- 
kets have become a thing of the past. Growers, shippers and dealers 
have lost confidence. The onion market has become a plaything at 
the mercy of speculators who seem perfectly willing to bankrupt the 
onion growers, if, by so doing, — can make a profit for themselves. 

In proof of this statement, I will point out the following facts: 

Onions are a perishable crop. 

The selling season is short. 

The volume is not great. 

The producers have no organization to protect their markets. 

This makes the onion crop especially vulnerable to manipulation. 

It seems to be easy for the speculator to sell onions at a good price 
early in the season and they pound the market down, down, down, 
until they can buy back their sales at a profit. 

A recent example is onions selling on the futures market at 10 cents 
per bag. If a shipper, within reasonable distance of Chicago, was 
given the onions free, he could not possibly grade, pack and deliver the 
onions for less than 50 cents per bag. 

Who could possibly benefit by forcing the future onion market down 
to 10 cents per bag, except someone who had sold onions at a higher 
figure and wanted to buy them back as cheaply as possible? What 

od does it do to have hundreds of cars of onions sold on the board 

aily and often not a single car of onions actually delivered ? 

These paper sales do have an effect on the onion markets. The spec- 
ulators and brokers obviously want to see the onion market go up and 
down to make active trading. The onion growers, shippers, and 
dealers on the other hand want stable conditions with a steady market. 

I think it is right up to this committee to decide which group is 
most important to our economy-—the welfare of thousands of onion 
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growers and dealers with millions invested, producing an important 
food crop, or a comparatively small handful of speculators and 
brokerage houses who do an enormous lot of damage to the onion 
industry. 

It is my considered opinion that we will not have reliable, depend- 
able onion markets again until the leech of future onion trading is 
removed from our Sack. 

I believe in brevity. I possibly have been too brief in this statement. 
I mentioned in here that we used to sell blocks of onions at 15 and 20 
cars ata time. It was also quite customary at that time if the seller 
wanted an advance on those onions, why the buyer was perfectly 
willing to advance him $200 or $300 a car. This made it convenient 
for the seller, because he got his money when he needed it. It did not 
hurt the buyer any because he just simply adjusted it when he settled 
for the onions. 

Let us see how that works out when we try to do the same thing on 
the futures market. 

The grower, say the small average grower, suppose he wants to 
sell 20 cars of onions on the futures market. He sells 20 cars. What 
does he have to do? He has to put up $6,400 just for the privilege of 
hedging his onions. If they go down, why he is a smart operator. 

But were they go up 50 cents, which they often do in a matter 
of a week or some such time. They have done it. What happens? 


He has lost his $6,000, either buys in his contract and takes his loss 

or 72 up $6,000 more, which is not very easy for most onion growers. 

think with that remark I will close. It just seems to me that the 

onion grower, the real onion grower, he eo his onions to merchan- 
e 


dise them. The minute he steps in on the market he is a speculator, 
because he does not know what is going to happen to him. He does not 
know whether he will make money on that sale or the onions will go 
down or go up. 

I think it has done us a world of harm. I know it has. We have 
lost thousands and thousands of dollars. The futures market has 
caused us that loss almost every year. 

Mr. Assirr. We thank you very much for yonr statement, and for 
your coming here to give us the benefit of your views. 

Mr. Kennepy. Thank you. 

Mr. McIntme. I would like to ask just one question. That comes 
back to this matter of the finances on the part of the grower. 

You have made reference to the fact that previously opportunities 
were available to the growers to sell for the delivery at some future 
date in which the producer received an advance from that car which, 
of course, supplemented his own financial needs. 

In your area is it a policy of the lending agencies or individuals to 
lend more readily if a producer has some part of that crop hedged on 
the board ? 

Mr. Kennepy. That is a question. I will have to leave that up to 
the bankers. Iam sorry I do not know. 

Mr. MoIntiee. I just wonder whether it was. 

Mr. Kennepy. I know that it isn’t going on very much. The aver- 
age grower while they do buy a few cars and sell a few cars, they do 
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not dare to go out on the limb and go into it extensively where it will 
do them too much good or otherwise, because it will wipe them out. 

Mr. McIntire. Thank you very much. 

Mr. Assrrr. Thank you very much. 

Mr. Kennepy. Thank you. i 

Mr. Azssrrr. We are going to recess the hearing for 45 minutes, so 
that we can have some lunch. 

We would like to ask you to come back in 45 minutes. 

We will recess now until 12: 45 o’clock. 

(Whereupon, at 12 noon, the committee recessed to reconvene at 
12: 45 p. m., this day.) 


AFTERNOON SESSION 


Mr. Azzrrr. The subcommittee will come to order. 

The next witness I have is Mr. Frank Calarco. 

We are mighty glad to have you and glad to hear from you at this 
time. 


STATEMENT OF FRANK CALARCO, GENESEE COUNTY, ELBA, N. Y. 


Mr. Catarco. I, Frank Calarco, am an onion grower, in partner- 
ship with my brother, in Genesee County, in the State of New York, at 
Elba, N. Y. Each year we grow between forty and fifty thousand 
sacks of onions on our farm of i acres of black dirt. 

We have been growing onions since 1943. It was not until 1948 
futures on sittanea Iaaaaih to worm and sneak its way into our business. 
Even as early as 1948, we could foresee no good for the growers of 
onions from futures trading of onions. 

Everytime we discussed the futures trading of onions with any of 
the Chicago operators we were told by all: 

Futures trading onions is here to stay. As a grower-farmer you will have to 
learn to live with it, or else you will be forced out of business. 

I am young, progressive, ambitious; and I did not want to give up 
or be forced out of business, so decided if we had to live with and b 
the futures, we decided to become members of the Chicago Mercantile 
Exchange. We bought a membership; we owned this membership 
for 2 years, then we sold this membership. 

Had we not sold this futures membership I would not dare or 
attempt to stand here and’ express my opinions on futures trading, 
as I would be fined, and could even be banned from trading. That 
is why no member of the mercantile exchange will ever pubificly find 
fault or denounce the exchange. 

However, in private discussions brokers and members of the ex- 
change will freely admit: 

Exchange is not perfect, has faults, and in - 
mother it's cracked & to be. ove eet es a eee 

Now, let’s take a look at how futures trading on onions got started. 

Information I have been able to secure is that futures trading on 
onions was first brought to the attention of the onion farmers and the 
onion farmers said they wanted no part of it. 

The powers that be then contacted the National Onion Association, 
asking their blessings, and received the cold shoulder—and again the 
answer was “No.” 
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All said, “No.” So the exchange then stated, “You are going to 
have futures on onions, whether you want it or not.” So either in 
1942 or 1948—we did not sanction these futures, but brother, since 
that time we have been trying to live with the futures. You can 
now take the word of 95 percent onion farmers in every State of the 
United States of America, the living is darn poor. 

Prior to futures onion industry never asked State or Federal aid, 
such as floors or subsidies, or 90 percent support prices. Onion 
growers have always stood on their own feet and were always willing 
to take the bad years with the good years. 

Sprecupeiet 13 years ago when support price was put on pota- 
toes by the Federal Government, the onion growers refused, and asked 
the United States Federal Government not to support onions. Onion 
growers are not crybabies looking for something for nothing. All 
we want to do is to run own business, without futures. We want free 
markets on onions with onions; we do not want cars of paper onions. 

Gentlemen, we have petitions and letters definitely proving, conclu- 
sively, 95 percent of the onion farmers don’t want futures. 

Commission merchants, onion buyers in terminals, say futures have 
killed their onion business and all state futures nothing more than 
a racket. Chain stores do not use futures for their daily supplies. 
Food processers don’t like, don’t want, and would prefer to see futures 
discontinued. 

Now, who wants the futures? Brokers are for futures 100 percent, 
and a handful of gamblers and outsiders, who have been able to, shall 
we say, manipulate futures to their own advantage—all at the expense 
of onion growers to the tune of millions of dollars. 

Before futures trading onions, there were three factors that could 
make a bad onion deal priceways: 

1. Too many onions. 

2. No early movement. 

3. Prices too high in the fall, slowing down movement to markets. 

Did any one of these occur in fall 1955% Answer is obviously “No.” 
I have the figures to prove it. These figures are unbiased, United 
States Federal Government figures. 

I, for one, feel there is not a man in this room who will dispute these 
figures. Production figures, onions, 1951, 31,078,000 50-pound sacks, 
closest to 1955. Production, 29,970,000 50-pound sacks onions. 

January 1, 1952, Government figures on hand report 8,169,000 sacks. 

January 1, 1956, this year, figures on hand report 8,160,000 sacks. 

Both years, January 1, 1952, and January 1, 1956, figures close 
enough to be called practically the same. 

Crop, 1951, disappearance, to January 1, 1952, 22,909,000 sacks. 

Crop, 1955, disappearance, to January 1, 1956, 21,810,000 sacks— 
practically the same. 

All figures about the same, but the big difference is price and again 
I’m quoting figures compiled by the Federal Government. 

Crop, 1951-52—average price paid to farmer, $1.80 per 50 pound 
sack or $3.60 per hundredweight. What was the price this year? 
You guess—if you cannot guess try and pay your bills. 

Allow me to give you Chicago wholesale ing” 1941-52 : September 
1951, $1.39, 50 sacks ; October, $1.72: November, $2.27 ; December, 1951, 
Prati January, 1952, $3.10; February, $2.88: March, $4.34; April, 

31. 
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Why the big difference? 

Getting back to futures March 1952, futures closed $3.99 bid; $4.09 
asked. March futures 1956 closed at 15 cents, when bag alone costs 
19 to 20 cents. Why the big difference? I'll tell you why. 

Reason No. 1: Mercantile Exchange has sopped and killed off 
legitimate onion buyers who prior to futures had to buy their onions 
in the country. Now, instead of buying onions they buy paper 
contracts. 

Reason No. 2: Speculators, gamblers, and outsiders have wised up. 
They now know for sure its much easier to depress and kill a deal on 
the downside than to make a deal on the upside. 

More so, when delivery time is at hand, with many cars showing 
rots, sprouts, peelers, soft onions, the buyers or the longs would have 
to be soft in the head to take this type of delivery. So by taking 
back their paper they further depress the markets. 

Another argument we hear, people not using or eating onions as 
they did in the past. This is true, this I do admit. Now don’t be 
surprised because I can and will prove to one and all that the increase 
in pepainion has taken up this slack. 

have here a graph drawn up by Dr. F. M. Isenberg, assistant pro- 
fessor at Cornell University, Thar. N. Y., showing that the increase 
in mes has more than made up for the decrease in consumption. 
is graph clearly shows increase in population—consumption in 
sacks and production in 50-pound sacks, 

I would say Dr. ioe S graph is fair, true, unbiased testimony 
because as far as I know, the good doctor does not play the board— 
because all you men in this room know that when you do play the 
board, either long or short, it plays tricks on your judgment, keeps 
you awake at night and during the day. You make a pest out of your- 
self calling the brokers for the latest on the ticker. So, with onion 
futures you have no peace or rest day or night. 

Before futures trading onions came into being there was only one 
way you could make money on onions, buy the onions at market prices, 
get back of the deal in a decent, legitimate manner. You own onions, 
not paper, naturally you are now interested to sell the onions for more 
money than you had invested. 

This method you do nothing to depress the market prices. This is 

the old way. e new way, with futures, buy the onions high and 
sell them cheap, believe it or not, at a profit. Sounds screwy—it is 
true. 
Suppose you bought onions at Elba, N. Y., top of the market this 
year, $1.50 per 50-pound sack; market goes against you and you sell 
these onions for 50 cents per SO-ound sack. The most you could 
lose would be $1 per 50-pound sack. 

I have used the high of $1.50 and low of 50 cents. Let’s assume a 
hedger hedged these onions at $2.75 which was the high—of the 
futures—and he took up his paper at 50 cents. I am not using the 
low of 10 to 15 cents per sack. 

So on basis taking in paper 50 cents and sale $2.75, profit would be 
$2.25 sack—on his hedges. 

So his paper, futures profits would enable him to dump his onions 
and still make a profit of 75 cents bet 50-pound sack. With this type 
of cockeyed reasoning, why should this $2.75 per sack hedger do any- 
thing decent or constructive for the real onion market. 
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In the year 1951, we, Elba, N. Y., onion growers, were of the opinion 
we could and should improve our grading and packing of onions. We 
called a general meeting of all onion growers. Over 200 growers 
attended this meeting. It was decided to increase minimum from 
11%4 inches to 1% inches screen slow down graders, grade out all 
peelers, rots, and sprouts and soft onions. This we have been doing 
since this historic meeting in 1951. 

In December 1955, I had a private conversation with one of the boys 
who delivers his onions on the Chicago Mercantile Exchange, or should 
we say futures, take your pick. This chap told me the growers in 
Elba, N. Y., must be weak, nuts, crazy, or just plain lunatics, to put 
up the type of quality pack of onions at Elba, N. Y. 

This chap went on to tell me, “I give my onions to the Board. If 
I have good big onions, I have a man stand at the grader and put 
in the picklers or small onions. After all,” he said, “I’m allowed 
1 pound per sack,” so he never takes the picklers out. This chap took 
pride, in fact he was bragging about weisdings out poor cars of onions. 

No doubt many in this room are in the opinion a U. S. No. 1 car 
of onions is the pure quill, the answer to a maiden’s prayer. We at 
Elba think differently. Do you know that in a U. 8. No. 1 grade 
of onions you are allowed 5 percent grade defects, 10 percent oes 
20 percent 2-inch tops, 5 percent undersize, 20 percent stained, total 


60 percent. At Elba we could not sell this type of onion to a push- 
Oe ee ta or a salvage man, still they make U.S. No. 1. 
en you as a buyer of futures onions at Chicago, this is the 
ype of grade you receive. Is it any wonder buyers when up for 
eliv 


ery run like scared rabbits; they just don’t want these onions? 
So by not taking the onions market is further depressed. Truly, no 
is no place wants Chicago Board onions. Surely, you do not blame 
them. 

Along with the poor onions delivered at Chicago, my next agree- 
ment against futures is that nasty word “manipulation.” 

Whether you like or dislike that word “manipulation,” it is pres- 
ent and it sticks out all over, just like a dirty bird. 

Rumors, rumors, good, bad, and indifferent—we get all types, all 
kinds of rumors fia bucketshop gossip, such as, “delivering 29 all 
on consignment just before March delivery time of board onions 
this year, 1956.” 

Following are not rumors or gossip: Last spring a certain sharpie, 
onion speculator, in Fulton, Oswego, N. Y., district drove around 
the onion fields with onion seed in his car, wanting to contract onions 
only from the seed in his car. 

o, he would not contract or buy onions already planted and up, 
as any legitimate buyer would do. In fact, a legitimate buyer would 
insist. But this keen sharpie only wanted additional new acreage. 
He wanted to increase present acreage because the bigger the acreage 
the better would be his position on the futures board. 
aie thought is this kind of trickery is manipulation. What do you 

ink? 


Its facts you want. Here’s a few right from the horse’s barn. I 
have been warned not to give _ these facts. My informants say 
I might make trouble for myself. 
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Trouble? What’s that? To me the only trouble is the futures. 
What I have to say occurred prior to the futures coming under the 
jurisdiction—Commodity Exchange Authority. 

Here’s your facts: On December 15, 1954, January futures sold as 
low as $1.01 sack. Our cash market was $2 hundredweight and slow 
and depressed. 

On or about December 17, 1954, I received a phone call asking me 
if I would be interested in a deal to help the market. 

You heard me, to help the market, not to lower the market. At 
the time I owned 50 carloads onions, market was in the doldrums 
and I could not sell my onions. 

Certainly, I was interested, sure I was ready for manipulation. 
Why not? 

On or about December 20, 1954, 30 of us met at Marshall, Mich. 
We all, that is we 30, agreed to take January onions from the board. 
Although not well organized and with no definite money man as our 
leader, we were all of one opinion—we had to take these January 
deliveries. 

I, myself, Frank Calarco, agreed and did take five carloads January 
onions. Our group of 30 took delivery of 250 cars of board onions. 

As soon as we started and did take these board onions, futures 
market reacted from a low of $1.01 to $1.53 per sack as of January 13. 
Our cash market in the country received new life, the transfusion 
was successful—or may we say manipulation—and the cash market— 
from $2 hundredweight, with no buyers, advanced to $2.60 hundred- 
weight, with a terrific demand, and with more buyers than sellers. 

I was now able easily, in fact in a breeze, to sell my holdings of 50 
cars of onions, and you can take my word, I did sell out fast and quick. 

Just imagine if this group of 30 growers would have been strong 
enough with plenty of money to deliver 250 cars onions, instead of 
taking delivery, it would have demoralized and killed the onion deal. 
To me our taking the onions was and is direct manipulation, by a 
handful of poorly organized farmers, grasping for a straw. Truth 
is by this method of manipulation, we did accomplish our purpose. 

Again, in March, another party jumped in with both feet, took 
deliveries, and ran up the futures board from a low, 78 cents to $1.60 
per sack. Again our cash market followed this manipulation and 
sold as high as $1.50 per crate. 

In conclusion, no doubt this is a happy word, facts as presented 
should prove to any fair-minded ‘odividuel future trading of onions 
on the Chicago Mercantile Exchange has killed the onion deal for 
us growers. 

Murder, Incorporated could not do as good a job. You have had 
comparisons, 1955-56 onion deal, with the onion deal of 1951-52, we 
did not overproduce and consumption was not hurt because increased 
population took good care of this, Comparative United States Fed- 
eral Government figures show and prove we had as good a movement 
of onions 1955-56 as we had in the years of 1951-1952. 

I hereby ees ask, and yes, if you want it will even beg, our 
distinguished Special Agriculture Committee on Futures Trading of 
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Onions to do all in their power to go all out to rid us onion farmers of 
this cancer known as onion futures. 

We growers do not want futures. We are 95 percent strong against 
futures. Why should the 5 percent, and most of the 5 percent out- 
siders, impose their will, their desires for profit at the expense of the 
farmers who work like slaves and dogs in temperatures up to 100— 
and 100° of heat. Onions too small a crop, too perishable, too easily 
manipulated and pushed around, into wide and untrue price ranges, 
just because one group of cagey, smart operators have more money 
than another group. 

For the of the onion industry, for the good of us hard-working 
farmers, please, sirs, take our word. We do not like, we do not want 
these futures, and we do not want outsiders running our business and 
dictating to us. 

We hope you do have a hearing in Syracuse, N. Y., as New York 
State raises more acres of onions than any State in the Union, excep- 
tion ‘Texas. 

We will have at your Syracuse meeting close to 1,000 onion growers, 
all firmly against futures. They would be here in Chicago today but 
the truth is these onion growers are out of money, they owe Tom, 
Dick and Harry, and railroad or plant fare is not a credit deal. It’s 
cash on the barrelhead. 

But have your special committee come to Syracuse, N. Y., and we 
will guarantee you a turn out that will prove to you majority onion 
farmers are against futures. 

Thanks for giving me the opportunity to talking to you all today. 

Mr. Assirr. Thank you very much for the statement. 

Without objection, we will put the letter and the graph in the record 
and make it a part of the record. 

We certainly thank you. 

Mr. Cararco. Thank you. 

(The letter and graph are as follows:) 

New York Strate CoLiece or AGRICULTURE, 
AGRICULTURAL EXPERIMENT STATION. 
CoRNELL UNIVERSITY, 
Ithaca, New York, March 19, 1956. 


Mr. FrRaNK CALARCO, 
Batavia, N. Y. 


DearR FrRanNK: Enclosed is the graph you wanted. The red line indicates 
population from 1940 to 1955 and is projected to 1965 and 1975 by a dotted exten- 
tion. -The very jagged upper line is onion production in sacks. The lower line is 
consumption in sacks. The projected lines from 1955 on to 1965 and 1975 are 
based on the 15-year per capita consumption figures, if the future follows the 
same course as the past 15 years. The prices indicated per sack under each year 
is the season’s average and may not reflect correctly the Elba prices for a given 
year, although the Elba price is figured in the average. 

Sorry I wasn’t in the office when you called. Anything we can do to help, don’t 
hesitate to call. 

Sincerely yours, 
(Signed) Ike, 
(Typed) F. M. ISENBERG, 
Assistant Professor. 


P. 8S.—The average consumption of onions is 12 pounds per capita. This is very 
steady.—Ike. 
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Mr. Asstrr. The next witness I have listed is Mr. Jerold Ingersoll, 
of Sullivan, Wise. 


Weare glad to have you here and glad to hear from you. 


STATEMENT OF JEROLD INGERSOLL, SULLIVAN, WIS. 


Mr. Incersouu. Mr. Chairman and distinguished members, I am an 
onion grower in this area. I do not want to take up any time with a 
statement. I have just two petitions here from Wisconsin that I want 
to offer. And these names on here requested to have these petitions 
filed with the official record of this hearing. 

Mr. Assirr. Without objection we willbe glad to make that part of 
the record. 

Mr. Ineersoui. Yes, sir. Thank you. 

The growers and their families. 

Mr. Assrrr. Thank you for being here. 

(The petitions, referred to, are on file with the committee. ) 

Mr. Asprrr. The next witness I have is Mr. John Zagame, Oswego, 
Nu ¥: 


STATEMENT OF JOHN ZAGAME, OSWEGO, N. Y. 


Mr. Zacame. Mr. Abbitt and Mr. McIntire, my name is John 
Zagame. I am an onion grower in Oswego, New York. I am en- 
tirely opposed to onion futures trading and respectfully will request 
this petition signed by growers and their families in my area be made 
a part of the official record of this hearing. 

r. Assitr. Without objection we will be glad to make it a part of 


the hearing and include it in the record. 

Mr. Zacame, Thank you. 

Mr. Isaac DeHollander, president of the Oswego Association has 
already submitted the stand of our association, as towards futures 
trading of onions; therefore, I will not take any more of your time. 

Mr. Anprrr, Thank you very much. 

Mr. ZaGame. Thank you. 

(The petition referred to is on file with the committee. 

Mr. Assrrr. We now have Mr. Ewald Benedict, of Minnesota. 


STATEMENT OF EWALD BENEDICT, MOORHEAD, MINN. 


Mr. Benepicr. Mr. Chairman and members of the committee, my 
name is Ewald Benedict, from Moorhead, Minn. 
I am a grower and approximately 1,800 acres of storage onions are 
rown. 
For the reason pointed out by previous speakers, I am opposed to 
the onion futures trading. And I request this petition signed by 
the growers in our area be made a part of the official record of this 
meeting. 
Mr. Axspitr. Without objection that will be incorporated in the 
record. 
Mr. Benenprcr. I thank you. 
Mr. Assirr. Thank you so much for coming down here and pre- 


sone us with the petition. 
Mr. Benepicr. Thank you for this opportunity. — 
(The petition referred to is on file with the committee. ) 
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Mr. Asstrr. Now, I have Harry Kuiters from Minnesota. 


STATEMENT OF HARRY KUITERS, HOLLANDALE, MINN. 


Mr. Kurrers. Mr. Chairman and members of the committee, I am 
Harry Kuiters of Hollandale, Minn., a grower of onions and repre- 
senting the growers in the Hollandale and surrounding area. I have 
a petition signed by approximately 95 percent of all growers in our 
area that I would like to present.to be made a part of the official record. 

Mr. Axssirr. Without objection that will be done. 

(The petition referred to is on file with the committee.) 

Mr. Kutrers. The growers are entirely opposed to future trading 
in onions. They area perishable crop. And also the entire industry 
is small enough so that a small group of individuals can manipulate 
the market. 

Many times a grower may decide to sell some of his holdings, with a 
smal] margin. By holdings I mean onions and not paper. However, 
by the time the onions are processed and reach the point of delivery, 
the market may be depressed far below the cost of production and the 
individual grower on the farm is the victim of these speculators and is 
absolutely helpless. 

We endorse other testimony given in opposing the future trading 
of onions. 

Mr. Assitr. Thank you so much. 

Mr. Kurrers. Thank you. 

Mr. Assirr. Glad to have you and your statement filed. 

Mr. Kourrers. Thank you. 

Mr. Aspirr. Next is Mr. Dave Rountree. 


STATEMENT OF DAVE ROUNTREE, ELBA, N. Y. 


Mr. Rounrrer. Honorable Congressman, I am Dave Rountree from 
Elba, N. Y. Iamnotanonion grower. Every night Isay my prayers 
and thank God for that. I am the manager of the Vegetable Asso- 
ciation. 

I have in my hand a petition signed by 234 at, and wives pro- 
testing against the futures, the wives get into the act because the men 
want to sleep nights. They bother them. They wake up at all hours 
of the night wondering what the market is doing. 

We grow about 4,000 acres. We pride ourselves on working hard. 
We would like to make some money. Between you and me, if the 
growers do not make any money, I won’t get any. So please help me. 

Here is another thing: Our banks, if a man wanted to hedge the 
onions, why in the world don’t they give him the money to hedge them ¢ 
They won’t doit. Ihave argued with them for 2 years. They cannot 
get their money through regular channels, so they have to have brokers 
or outsiders who might do it for $60 a car, and get their financing 
that way. 

hips: what I want to tell you, we have 161 paid up members in 
our association. The dues are $1.25 a year and for $1 a year they sure 
kick me around. 

Anyway, out of the 161 there are only 2 for futures. One runs a 
ticker and brokerage business. The other is a grower. He grows 
10 acres of onions, and he loves it. 
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In the Elba district there are about 256 growers, and out of the 256, 
there are 7 for the futures. Four of these have tickers. We have got 
tickers all over the place. It isa small country town. And the grow- 
ers go up there all day. They are disrupted and can’t do their work 
properly in my opinion. Sometimes they don’t get on the grader 
when I want them on there. I want a nice bag. 

So I guess that ismy story. And I appreciate being here and thank 
you. 

" Mr. Assrrr. Glad to have you and without objection your petition 
will be filed. 

(The petition referred to is on file with the committee. ) 

Mr. McIntire. I want to get back to this financing thing again. 
Did I understand you correctly that as far as the usual sources of agri- 
cultural credit, and I am thinking of your commercial banks and your 
individuals who lend money, etc., that they are not advancing money 
for hedge contracts ¢ 

Mr. Rountrez. They will not do it. I have in my association three 
directors of the bank. I can talk to them. I do. But they won’t 
advance any oe to any grower for any futures hedging. 

In my opinion, I think they should. They have to save the town. 
The town is bankrupt right now. 

Mr. McIntire. Is it your observation that the lending policy of 
that bank, and I am thinking particularly of whether or not they 
decide to loan or not to loan, is influenced favorably if the man is 
appropriately hedged or that it makes any difference one way or the 
other to the bank as to whether they made the loan or not? 

What I am coming at is, if I go into a bank with which you are 
familiar, a bank of the Elba area, and along with my application for 
a loan show that I hold contracts hedging my production at specific 
prices, does that lend to a more favorable consideration of that loan 
as a matter of bank policy or do they still look upon my application 
primarily on its eredit base regardless of the hedge contract? 

Mr. Rounrrer. That is correct. If you are a man of integrity 
and you get assets they don’t care what they give the money for but 
they will not give you it on hedges. 

Mr. McIntire. Thank you. 

Mr. Apssirr. Thank you. 

Mr. Rounrree. Thank you. 

Mr. Axprrr. Mr. Howard Dunlap. 


STATEMENT OF HOWARD P. DUNLAP, MARSHALL, MICH. 


Mr. Duntar. My name is Howard Dunlap. I havea written speech 
here that will take probably 15 or 20 minutes of your time but I will 
not use it. 

Mr. Assirr. We will be glad to have you file that and go ahead. 

Mr. Duntar. Thank you. 

I also have a lot of signatures on a petition which I will offer to 
be filed. 

Mr. Ansitr. That will be filed, too. We will make that part of 
the record. 

Mr. Dunuap. I would like to say just 1 or 2 things. I am a grower 
of onions. I have been all of my life. I was born and raised in Ohio. 
My family were in the onion-growing business in Ohio. 
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I moved to Michigan in 1932, after going broke in Florida. Onions 
have been my livelihood. I like the business. 

But in the past few years that has been a kind of a rough deal. 
I don’t think that the onion industry is asking too much. We have 
been sort of an independent group. We have never asked for subsidy. 
I don’t know why we shouldn’t. 

The Government subsidizes eggs, butter, cotton, and a lot of other 
things. They build storages for butter. It becomes rancid and has 
to be dumped. They build storages costing thousands of dollars for 
wheat. And it spoils. It becomes worthless from smut or one thing 
or another. 

But gentlemen, possibly we onion people have to ask you for a sub- 
sidy for onions, if we continue to lose money as we are doing and 
have been doing the past few years. 

Futures trading to me has possibilities, but I do not think the Gov- 
ernment or the CEA or anybody has the ability and the know 
and the know-how to make rules that will govern futures trading sufh- 
cient to bring it in line to let us operate with it. 

Today, the operation of the exchange is like a bunch of parasites 
taking thousands of dollars away from the onion growers. Today 
the onion growers are faced with a bunch of racketeers that shove the 
onion industry around because they have the money and they have a 
control in the fact that they are a small group, operating against a 
bunch, a large group, very large, unorganized group of growers, that 
have no knowledge, and no know-how of competing with this small 
organized group of speculators. 

I hope I am not taking up too much time. Growers in this country 
have been striving for years to produce a package of onions, superior 
quality, that will meet the demands of the trade. Many shippers put 
out a brand and they are proud of it. Their idea with that brand 
and that particular type of onion that is in that package is to create 
— demand for that particular brand. You can all understand 
that. 

Now, a carload of onions that is shipped to the mercantile exchan 
on a commitment they do not give a cuss about the brand. All of the 

uirements are that it be a U. S. 1 quality. We as growers and 
shippers in the country, I don’t care whether you go to California, 
Idaho, or New York or wherever, we know that if you are in the 
business you will find it out mighty fast that just U.S. 1 carload of 
onions does not meet the requirements of the trade today. 

We built up, shippers aud growers have built up a higher standard 
than U. S. 1. Automatically, the mercantile exchange requirements 
break down a standard that as shippers and growers have been build- 
ing up for the last several years. 

As I said, I don’t want to take up too much of your time. 

Gentlemen, this onion industry cannot maintain our equilibrium, 
and have the mercantile exchange, or any exchange—I am not par- 
ticularly saying the mercantile, any exchange, the racketeers, what 
I shall call parasites. They do not find anything for us. 

All they do is take a toll. If you trade, if you buy, if you sell, who- 
ever buys, whoever sells, puts up the money. The broker takes his 
percentage. It is almost like a gambling house. In fact, it is a 
rambling house, the same as you go to Las Vegas or some place else. 

hey don’t care what money you spend. They take their toll. 
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Gentlemen, I think that we need to get rid of trading on the Mer- 
cantile Exchange or any exchange. 

Thank you, sir. é 

(The petition, referred to, is on file with the committee. ) 

(The prepared statement is as follows :) 


STATEMENT OF Howarp P. DuNLAP, ONION GROWER AND SHIPPER, MARSHALL, MICH. 


My appearance before this committee is as an individual grower and shipper 
of onions all my life. The thoughts and ideas expressed are my own and not 
as a representative of any organization or group. I was born and raised in 
Ohio where my family were in the onion growing and shipping business. I 
moved to Michigan in 1982 and have been a grower and shipper of onions since 
that date up to now. 

My remarks today will deal mostly with onions but the same ideas and 
conditions apply to potatoes as well as onions. The perishable qualities of 
onions prevent them from being a good commodity exchange product. They are 
too perishable, too sensitive to weather changes. Over a period of years growers 
and shippers have continually striven to produce and give consumers a higher 
quality, more uniform, fresher, sounder pack that would meet the demands 
of the consumer. Shippers are continually endeavoring to put out a superior 
package under their brand that will build up demand. Onions delivered on 
the board automatically break down these standards. Brands are disregarded. 
Fancy quality is no incentive; just so the package is U. 8. No. 1 standard quality 
is sufficient. Most shippers know that just merely U. 8. No. 1 quality is 
not sufficient to meet the demands of the trade today. 

With our rapid system of transportation today, a package can be delivered 
almost anywhere in United States within 5 days of the packing house. Many 
places are only 1 and 2 days away. Onions delivered on the board contract 
eventually wind up at terminal markets and sell in competition with the fresh 
pack. The accumulation of onions on railroad sidings and cold storages, on 
and near delivery dates. becomes a threatening club to price trends. 

Onions shipped out from board delivery commitments vary in age from 2 
weeks to 2 months. Thus stale, and in many cases inferior, packages are even- 
tually dumped on the market in direct competition with fresh-packed stock. 
This dumping process disrupts orderly marketing which combined with the 
quality of the merchandise naturally depresses prices. 

The second point I would like to discuss has to do with trading practices. 
Commodity exchange operators stress the value of hedging. In other words 
today’s figure of $1.50 a bag is available on the November option for onions that 
have not even been planted in the ground. When today onions are selling at 
50 cents a hundred to the grower, next year’s crop which hasn’t even been planted 
can be hedged with a guaranty of $2 per hundred to the growers. Commodity 
exchange operators can and do finance growing deals on this basis. Thus when 
a disastrous year such as we have just experienced could result in reduced 
acreage more in line with conditions, we are faced with a promotional scheme 
that will increase acreage. 

The onion industry has never asked for subsidy although I think it would be 
entitled to subsidy just as much as the cotton or the grain grower. Why 
shouldn’t onions be subsidized when the Government spends millions of dollars 
subsidizing dairy products, grains, cotton, air lines, railroads and so forth. 
If Government can finance storages for butter that eventually becomes rancid 
and wortlfless and for wheat which gets full of smut or molds and has to be 
dumped, why not finance onions and potato storages? The Government builds 
mammoth industrial plants costing billions of dollars and in turn sells them 
back to industry for little or nothing. 

We ere not‘asking for this type of help. We are asking for protection against 
the parasites of the commodity exchanges that take millions of dollars out of 
the industry every year. Their operations are financed by the trade who buy or 
sell the option. They merely collect their toll, similar to a percentage of any 
gambling establishment. A year ago we asked that the futures trading in 
onions be brought under the Commodity Exchange Act thinking that they would 
lay down some rules and regulations that would prevent futures trading opera- 
tors from disrupting the orderly marketing of our merchandise. We have since 
learned that personnel of this commission haven’t any authority to do much of 
anything but keep records. They are umpires without authority. An umpire 
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in a baseball game calls three strikes and the man is out right now. An umpire 
in a football game sees one of the team hit another one with his fist, the team is 
penalized by the umpire for clipping. Both these umpires have authority. 

Gentlemen, we need protection from racketeers who are moving in on our 
industry, just staying inside the law; who are taking millions of dollars away 
from the grower. Their operations disrupt the orderly marketing of our prod- 
ucts. There are no rules and regulations to correct their abuses and therefore 
I say to you we need a law that will abolish futures trading in onions and 
potatoes. 


Mr. Assirt. Mr. Ernest Munter of Rennsselaer, Ind. 
STATEMENT OF ERNEST MUNTER, RENNSSELAER, IND. 


Mr. Munrer. Mr. Chairman, my name is Ernest Munter of Ren- 
nsselaer, Ind. I am employed fae | represent William Gehring, Inc., 
grower of onions in our State. 

I am opposed, as he is, to onion futures trading, for reasons already 
stated. I wish to introduce and submit to you these petitions, signed 
by growers and interested parties from both Indiana and Ohio, all 
opposing futures trading of. onions, a highly perishable product. 

I respectfully will request that these petitions become a part of the 
official record of the hearing. 

Mr. Asprrr. Glad to have them, and without objection they will be 
made a part of the record. 

Mr. Munrer. Thank you. 

(The petitions, referred to, are on file with the committee. ) 

Mr. Assrrr. Next is Mr. Selby. 


STATEMENT OF JACK H. SELBY, BENTON HARBOR, MICH. 


Mr. Sersy. I have been authorized by one of our members from 
Texas who So ee the death of one of our members, 
Mr. Kay, was unable to be here. But he asked me to read this wire. 


This is to Jack Selby, secretary, National Onion Association. [{Read- 
ing: | 

I am a Texas onion farmer from Farmersville, Tex., and I believe onions 
should be eliminated from future trading, because it is not in the public interest. 

Future trading creates artificial situations destructive to the economy of the 
onion industry. The industry is already suffering from the many shocks received 
when these artificial situations have merged into reality. 

There are problems in every industry and always will be, and the onion industry 
has sufficient natural problems without such artificial creations such as trading 
in futures. 

Onion futures has disrupted and destroyed the orderly and natural flow of 
a food to the consuming public. It has destroyed the order of onion production, 
onion distributing, and onion consumption. 

Supply and demand are no longer factors and the interest of the public is 
not being served. Future trading has adversely affected every Texas onion 
grower by interfering with normal movement to consumers and by creating 
huge surpluses. 

The consumption of onions has been slowed by artificial creations. Onion 
futures is not the American way because growers and handlers have no control 
over their commodity and futures were forced on the industry. 

Elimination of trading in onion futures will make it possible for the onion 
industry to make a constructive contribution to the economy and well-being 
of our country and our country’s agriculture. 

CLIFFORD CARPENTER. 


In addition, sir, I would like to offer these petitions, signed by grow- 
ers and their families in various areas, into the official record of the 
hearing. 
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Mr. Apsrrr. We are glad to have them become a part of the record. 
They will be made a part of the record. 

(The etitions, referred to, are on file with the committee.) 

Mr. McIntire. Mr. Selby, in Mr. Baldwin’s testimony he referred to 
the national association. I was wondering if there might be avail- 
able for the record the number of members you have by States, so that 
it shows the breadth of the organization for which you and Mr. 
Baldwin are speaking. 

It is always interesting to have something which gives us the nature 
of the number of votes. 

Mr. Sersy. We can provide you, sir, with that. It will take a few 
days, if you will permit that time. We will provide you with the full 
record of names and addresses. 

Mr. McIntire. Do not bother with the names, simply indicate the 
total number in each State. 

Mr. Sevsy. With your permission it would be easier to give you the 
names. I could run it off on the Addressograph, the names and 
addresses. 

ie McIntme. I thought that might be too voluminous for the 
record. 

Mr. Setzy. Then we will do it as you suggest. We will be very glad 
to. 

Mr. McIntire. We can get all we needed if we had the total repre- 
sentation across the country that your association speaks for. 

Mr. Setpy. We will doso. 

Mr. McIntire. That would give us the nature of it. 

Mr. Setpy. We will take care of it. 

Mr. Ansirr. Next is Mr. Horner. 

Mr. Setsy. Mr. Horner was called away and I have presented his 
petition to the stenographer. 

(Statement presented by Kenneth Horner, of Racine, Wis., is as 
follows :) 


My name is Kenneth Horner. I am an onion grower in Racine, Wis. I am 
entirely opposed to onion futures trading and I respectfully request this petition, 
signed by growers and their families in my area, be made a part of the official 
record of this hearing. 

(The petition is on file with the committee. ) 

Mr. Assrrr. Next is Mr. R. W. Ulrich, of Plainwell, Mich. 


STATEMENT OF R. W. ULRICH, PLAINWELL, MICH. 


Mr. Unricn. Mr. Chairman and gentlemen of the committee, my 
name is R. W. Ulrich, of Plainwell, Mich. I am certainly against the 
onion future trading: and have a number of petitions here signed by 
growers, in my section, which represents practically 100 percent of the 
growers, signing against future trading. 

I'd like to have them made a part of the record. 

Mr. Assrrr. Without objection, that will be done. 

( The petitions are on file with the committee. ) 

Mr. Ansirr. Thank you so much. 

Mr. Uxtricu. Thank you. 

Mr. Asstrr. Next is Mr. Lyle Jordan. 
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STATEMENT OF LYLE JORDAN, JACKSON, MICH. 


Mr. Jorpan. Mr. Chairman, my name is Lyle Jordan. I am a 
grower from Jackson County, Mich. Anything that I had in mind to 
say has been well covered by the gentlemen preceding me. 

There are just a couple of things that I would like to elaborate on 
that have been mentioned. 

One thing is these suggestions that have been made for improving 
the futures market as it affects the growers. One can readily see why 
onions have been delivered on track in Chicago, and why the f. o. b. 
delivery idea isn’t being used. It is because to deliver those onions in 
Chicago on track, it gives the short speculator more leverage. 

It is my firm belief that if f. o. b. acceptance of delivery were put 
in motion, that this would increase acreage and production even more 
than we already have because it would eliminate the hazard of the 
man delivering these onions to Chicago where some of them fall out 
of grade. Then, of course, they are a loss. 

urther, these rule changes that you have heard about today are 
in my opinion nothing more than evidence that certain injustices 
have been going on. By the same token there is nothing to prevent 
Ce pom that be from changing these rules back practically over- 
night. 

e didn’t have anything to do as growers when they put these rules 
on. We won’t have aie to do about them taking them off. I 
think just a few days, in the last few days, there has been such a case 
of a rule put on and taken off just a day or two after. The market 
went on then. 

The other thing that I’d like to remind you of is that we have heard 
some discussion on onions being subject to wild price swings and, 
therefore, making it dangerous for a grower to be financing his own 
hedges. 

I would like to remind you, this is in round figures, that 12 percent 
of the acreage of onions in this country is grown in a 5-mile radius 
approximately in one spot in New York. So that a local storm could 
wry well destroy a good portion of that 12 percent of the total pro- 

uction. 

In order for corn, for instance, to be destroyed to the extent of 12 
percent, it would take a storm probably perhaps over several States. 

I agree with whoever mentioned it, that we need speculators in this 
business. We certainly do but we don’t need the kind who want the 
price of our product to go down which benefits half of the traders in 
the futures market. 

That is all Thavetosay. I have a petition here signed by the grow- 
ers ms Jackson County, which I wish to be made a part of the official 
record. 

I might add that we didn’t have 1 grower in those 2 counties who 
coher to sign this petition. 

Mr. Assirr. We will be glad to have your statement and the peti- 
tion to be made a part of the record. : 

Mr. Jorpan. Thank you. 

(The petition is on file with the committee.) 


Mr. Azpprrr. Next is Mr. Zeloski. 
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STATEMENT OF FELIX ZELOSKI, ANTIGO, WIS. 


Mr. Zetoski1. Mr. Chairman, I am not going to read any paper, 
so as not to take up too much time, 

My name is Felix Zeloski, an onion grower of Wisconsin in Antigo. 

I am firmly opposed to the futures trading, and my understanding is 
that 85 percent of the growers by number of growers and by acreage 
have signed petitions to do away with futures trading. 

I might clear up one point on financing. Our bankers up our way 
will not. finance futures trading. They will let you have all of the 
money you want if you have a good statement; without a good state- 
ment they will tell you that hedging before the crop is under the 
roof is very highly speculative. 

Onions are different from potatoes, gentlemen. A hailstorm in 
5 minutes can destroy an onion crop, even after it is made. 

In the fall of 1954, we had one-third of our onion crop harvested, 
the other two-thirds partly were hit with a hailstorm within a few 
minutes. You can imagine what happens with the onion. 

Potatoes are covered with so-called soil or whatever you want to 
call it, and the hail will not destroy them. Therefore, anyone that 
is hedging onions before he has them under roof, our bankers will 
not finance. 

As already stated, they will let you have the money on your state- 
ment. If they do know that the grower is hedging he immediately 
becomes a greater credit risk to the bank. 

Thank you. 

Mr. Assrrr. We are glad to have had you with us. 

Mr. McInrieez. Am I to interpret your last statement there to mean 
that they consider it an added hazard ¢ 

Mr. Zenosxt. Correct. 

Mr. McIntire. By virtue of the risk in not having the ability to 
deliver ? 

Mr. Zevosxr. That is right. 

Mr. McIntire. By reason of normal hazard or failure or rain, et 
cetera ? 

Mr. Zevosxt. That is correct. 

Mr. McIntire. I might make the observation that I had a hail on 
one crop of potatoes, so it is subject to some damage there, too. 

Mr. Zevoskr. You can imagine what happens with the onion bulbs, 
when ‘the hailstorm comes along where they are exposed, where 
the potatoes are not. 

r. McIntire. That is right. 

Mr. Zevoskt. T thought F -would bring that out because no one 
seemed to clarify that point, the difference between potatoes and 
onions. 

Mr. Asprrr. Thank you so much. 

Next is Mr. Korshak. 


STATEMENT OF T. S. KORSHAK, CHICAGO, ILL. 


Mr. Korsnax. Mr. Chairman and members of the committee; my 
name is T. S. Korshak. I am handling onions, distributing onions 
and also growing onions in the State of Washington and the State 
of Texas. 
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And I believe that the futures trading on the mercantile exchange 
is a hazard to the onion industry because it is too small of a com- 
modity and it can be easily manipulated. 

Therefore, I think that it should be eliminated. 

Mr. Assirr. Thank you for giving us your views on this matter. 

Mr. MoInrme. Are you a grower of onions, that is, on land that 
you own or under contract ¢ 

Mr. Korsuax. No; I grow my own. We have our own land and 
we also rent land. 

Mr. McIntire. On your own? 

Mr. Korsnax. Yes. 

Mr. McIntire. How many acres? 

Mr. Korsuax. We grow about 500 acres in Texas, and last year 
we grew about 120 acres in Washington. 

Mr. McIntire. Thank you very kindly. 

Mr. Korsuax. Thank you. 

I should like to file these petitions. 

Mr. Assrrr. Very well. 

(The petitions are on file with the committee. ) 

Mr. Assrrr. Next is Mr. William J. Piowaty. 


STATEMENT OF WILLIAM J. PIOWATY, CHICAGO, ILL. 


Mr. Piowaty. Never in the 46 year history of the national associa- 
tion and the onion industry have we ever had such a unity of thought 
from onion growers, shippers and dealers, as is represented at this 
meeting. 

Growers from almost every onion-producing State of the Union 
are here to voice their protests to this Government agency, the Com- 
modity Exchange Authority, protesting against onion future trading, 
and asking for its elimination. 

Gentlemen, there must be some reason for this uprising. It is just 
not 1 or 2 sections of the country that are complaining. The onion 
growers in the entire country are aroused. 

It’s just not as some of our opponents in this movement might say, 
“Just a few crackpots who lost money on the exchange, by not know- 
ing their onions, are raising all the fuss.” 

0, it’s not those—it’s the real dirt muck farmer, who, for 6 months 
invests his money, his hard work, and his very heart, in the ho 
of growing a crop which will supply his family for the year with the 
necessities and a few luxuries of life, provided he is fortunate to 
have a crop and a market. 

Why hasn’t onion future trading not worked out like the futures of 
other commodities ? 

First, onions are too small a commodity and lends itself to too 
easy manipulation. A half million dollars, and that’s not big money— 
as big monied people play with, can swing a market up or down at 
their will. 

Second, onions are a perishable crop and entirely too variable in 
quality although still of U. S. number 1 grade, for the buyer to buy 
with any degree of confidence, and know what he is going to receive. 

Third, there is no hedge buying done on onions by manufacturers, 
such as the flour mills do with grain; cotton mills with cotton or the 
egg processors on eggs. There are no onions processed in the Middle- 
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west and although there is some processing by dehydrators on the 
west coast, it’s all done at source of production, with a different type 
and variety than are our Midwestern onions. 

There is only one processor of any volume using onions for soup and 
that concern never buys futures and the grade and size deliverable 
on the exchange does not meet their requirements. 

Fourth, other commodities at all times have some value, but after 
April 1, when an ample supply of new crop onions are on the market, 
the old crop has practically no value. In the last 3 years thousands 
of bushels have been dumped after April 1 for lack of a market. 
This cannot and does not happen with any other commodity. 

In the ao 11 years that onions have been on the future board, 
6 years of these 11, onions during the month of March sold for less 
than the storage, labor, sacks and freight to Chicago, not figuring 1 
cent for the actual onions: In 1949, 79 cents; in 1950, 44 cents; in 1951, 
77 cents; in 1954, 43 cents; in 1955, 50 cents; in 1956, all time low, 
10 cents. 

In the previous 11 years before we had future trading, there are 
only 2 years, 1931 and 1933, where onions in Chicago brought less 
than the cost of packing, storage and shipping charges. 

Gentlemen, I am not blaming this debacle on anyone. There are 
no trading rules that can be instituted or enforced to regalate satis- 
factorily a commodity such as onions which has in its scope so little 
width and breadth. I do not believe it is physically possible to 
establish rules which will do away with the troubles of future trading. 

If such rules and regulations could be established, then the trading 
by its own accord would be so curtailed that the volume would not 
amount to enough to warrant maintaining a futures market. 

Therefore, I advocate the elimination of futures trading entirely. 

T thank you. 

Mr. Assirr. When you said you are a grower and distributor, how 
many onions did you on the average produce in the last 7 years? 

Mr. Prowaty. How many we handle a year? 

Mr. Assrrr. Do you grow, first? 

Mr. Prowary. Well, we have 500 acres in Texas every year. We 

ow some up in Wisconsin, average 50 to 100 acres we grow and 

nance. 

Mr. Assrrr. What about your distribution? Do you handle them 
as a merchant? When you say you are a distributor of onions, how 
do you distribute them ¢ 

Mr. Prowaty. We market them all over the United States, in carlots. 

Mr. Assrrr. Do you buy them from the farmers and sell them ? 

Mr. Prowaty. We buy them and marget them. We do a lot of 
exporting. We do a heavy export business to the Caribbean Islands, 
Panama. We have been in business some 41 years. 

Mr. Assirr. You sell them to merchants themselves at retail. You 
buy onions and sell them to the retailers. 

r. Prowaty. We buy and distribute in carlots. We have cus- 
tomers in various parts of the country. We ship a lot to the South 
by cars and trucks, to the jobber. We are distributors. 

Mr. Assirr. Thank you very much. 

Mr. Prowarty. Thank you. 

Mr. Assrrr. The next witness is Mr. Vern Hamel. Is Mr. Hamel 
here ¢ 
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(No response. ) 

Mr. Setsy. I had thought he was. I guess not now. 

Mr. Assirr. That is all right. 

Next is Mr. R. D. Simmons, Oswego, N. Y. 

Weare glad to have you here and glad to hear from you now. 


STATEMENT OF R. D. SIMMONS, OSWEGO, N. Y. 


Mr. Sutmons. Mr. Chairman and members of the Onion Commit- 
tee, my name is Roy Simmons of Oswego, N. Y. Last year I had an 
interest in the growing of 90 acres of onions and produced about 50,000 
bushels. 

In addition to this, I helped various farmers by financing the hedg- 
ing of their onions. These onions were hedged when I thought the 
price on the futures board was advantageous and most of these onions 
were sold at an average of a little less than $2. 

I probably had about 300 cars sold at one time. These included the 
hedge deals for other farmers. I delivered no cars on the Chicago 
market but I did deliver 29 cars in the New York market in November 
and 4 cars in January. 

I cannot see where the elimination of the futures market could pos- 
sibly be helpful to onion growers. It offers them additional protection 
where they can get price insurance at any time, If they do not like 
the price on the futures board, they can sell their onions in the cash 
markets, but if the price goes up above what the onion man thinks is 
fair value, he can always sell the board, and this happened in my case 
many times. 

I would be foolish to sell my onions on the board if I did not think 
the price was right. If onion men use the board for hedging and not 
for speculation, they will never get into trouble. The reason I did not 
deliver onions in Chicago this year was because it was more profitable 
to merchandise them in regular commercial channels and buy in my 
hedges on the board. 

If the futures market had gone higher than the price at which I 
could merchandise my onions, I would naturally have delivered. In 
the case of carrots and some other vegetables, where there is no futures 
market, I have noticed that the price breaks sharply at harvest time 
when everyone wishes to sell. tt buyers take advantage of this 
situation and believe would do so in the case of onions if futures trad- 
ing were eliminated. 

I try to operate my hedge program on an economically sound basis. 
In fact, I sell the board cautionsly at various prices in line with my 
prospective or actual onion supplies. 

Frankly, I appreciate the futures moving higher, even though 
against my hedge position, because I am afforded an opportunity to 
short the board at more profitable prices. 

And once the hedge is assumed, this organized form of price pro- 
tection is not removed until I have merchandised the onions into 
commercial channels, thereby not risking my established profit nor 
permitting a glut of onion supplies to develop in dealers’ channels. 

Many onion men blame the board for price declines which are due 
to overproduction and underconsumption of late summer onions plus 
increased and earlier production of Texas onions, 
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I think the problems facing the onion industry will not be eliminated 
by doing away with futures trading but they can be diminished by 
educating the growers in the proper use of the board. 

When board prices were high this year, many growers, who should 
have been hedgers, bought futures on the board at many hundred 
dollars over their growing cost. One of the major reasons for the 
break of onion prices on the board was the necessity of the growers 
liquidating their paper as they were in no position to take delivery 
of onions in addition to the ones they already owned. 

I am sure there are many growers in New York State who feel just 
as I do about this matter. 

Mr. Aspitr. Thank you very much for giving us that statement. 

How many onions do you grow on the average? 

Mr. Simmons. We produce about 50,000. 

Mr. Assirr. How many acres? 

Mr. Srumons. Ninety acres. 

Mr. Assrrr. Thank you. 

Mr. McIntiee. I have one question here. Is it your thought that 
the present trading rules or the present contract used by either the 
New York board or the Chicago board relative to onions is adequately 
drawn up for the protection of those that produce, the producer and 
the trader? Would you have any recommendations for changes in 
the contract from your experience in using the board ¢ 

Mr. Stmmons. Similar to what has already been brought up as to 
the penalties on the storage of onions. 

Mr. McIntire. Do you think 25 cents is adequate to give that type 
of protection that is needed in that area of the changed rules? 

Mr. Stumons. I am more inclined to go along with Mr. Slinger on 
his idea that 25 percent is better. 

Mr. McIntire. What about this idea of multiple delivery? Do 
you feel that delivery in Chicago and in New York is adequate to 
avoid the impact on the market of deliveries on any one day or 
should they be spread into more multiple delivery points? 

Mr. Smrmons. I am not prepared to make a statement on those lines. 
I have been more or less satisfied. 

Mr. McIntire. I notice that you have said what few cars you have 
delivered you have delivered into New York. 

Mr. Stmmons. It is more advantageous down there. 

Mr. McIntire. I appreciate it is a shorter haul out of Oswego than 
it would be into Chicago. There is very little onion trading on New 
York board; is that right? 

Mr. Smumons. That is right. 

Mr. McIntire. Is it advantageous to deliver into New York because 
there are practically no deliveries in there ? 

Mr. Stmmons. Well, no. Probably one of the reasons that made 
z — to deliver was on account we have f. o. b. inspections in New 

ork. 

In other words, they are accepted f. 0. b. shipping point. That was 
a slight advantage. Another reason was that the board at the time 
was well above the market price. It was an advantage to deliver 
them to New York, otherwise I would not have. I would have mer- 
chandised them. 
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Mr. McIntire. Do you think that there is any relative difference 
between delivering into New York and into Chicago as to the amount 
of deliveries normally made in there? 

Mr. Suwmons. There are very few deliveries made in New York. 

Mr. McIntime. Yes; I know. My point is if there are more de- 
liveries into Chicago, is that an adverse situation against which you 
would prefer not to deliver? 

Mr. Stumons. Well, I would not deliver in Chicago anyway out 
of New York, because there is no advantage. I mean, the disadvantage 
is too great. 

Mr. McIntire. What are the other advantages? 

Mr. Siumons. That is going the wrong way with your onions when 
you come West from the East. That is the disadvantage of coming 
out of New York into Chicago. Not only do you have the great 
difference, but generally have a higher f. o. b. price in the East. than 
you do here. 

Mr. McIntire. But the fact that the New York board is relatively 
inactive compared to the Chicago board, in your opinion there is no 
difference in that regard as to the two boards as a place of delivery ? 

Mr. Suwmons. No. 

Mr. McIntire. Other than the very fact of great differentials and 
the haul west instead of east and diversion into New York, the Chi- 
cago board would be just as well to deliver on as the New York board, 
in your opinion ¢ 

Mr. Stmmons. That is right. 

Mr. McInriee. I would like to come to this other statement that 
you have made, that is, the problems will not be eliminated by doing 
away with futures trading but they can be diminished by educating 
the pau in the proper use of the board. 

That is important. 

Could you elaborate on that, just how you think that should be 
brought about. I think it is a very good statement in here. I would 
like some elaboration on it, if you would care to give it. 

Mr. Suamons. After all, I would rather leave it as it is, by better 
education. I think the board itself, the mercantile exchange itself, 
they have been trying to put out more educational matters and put it 
out a the banks, would be a big help. 

Mr. McIntime. I am struggling with this thing because I think this 
is very essential. And as one who lives in a producing area and who 
openers in daily contact with his growers, how would you suggest that 
this educational program might be put on ( 

Mr. Surmons. That is one I just mentioned. That was my idea. 

Mr. McIntire. You said through the banks? 

Mr. Srumons. The mercantile to send their literature to the banks, 
educate the banks to finance the farmers. 

Mr, McIntire. A New York grower said a moment ago banks con- 
sidered a hedge operation an issue of credit risk. 

Mr. Summons. That is what he says. 

. McIniime. Do you think that the banks first ought to be edu- 
ca 

Mr. Suumons. I think they can be educated. [Laughter.] 

Mr. McIntire. You would first educate the banker and have the 
banker educate the grower ? 

Mr. Srumons. Well, you asked me for a suggestion. 





FUTURES TRADING 


Mr. McIntire. Yes; 1 knowI did. Iamserious. 

Mr. Srumons. That was my suggestion. 

Mr. McIntire. Do you think that? 

Mr. Suumons. That would be one approach, because it seems to me 
as though the banks are rather reluctant to be educated along these 
lines. Maybe they have a right to be that way. I don’t know. 

Mr. McIntire. I am sure we will stay out of the banking field on 
that observation. But I think this is vitally important and I am not 
making any other comments than that I think this is a very serious 
aspect confronting those who operate these mercantile exchanges, and 
I think they are progressively more interested in this side of it than 
they have been in the past. 

am not condemning them for that. But I do think that it is true 
and I frankly was very much interested in this. I was hoping that 
you could really elaborate on it, how that could be done. 

Mr. Srwmons. I have gone as far as I care to right now. 

Mr. McIntire. Thank you very much. 

Mr. Simons. Thank you. 

Mr. Ansrrr. Next is Mr. Chester Kempley, of Montello, Wis. 


STATEMENT OF CHESTER KEMPLEY, MONTELLO, WIS. 


Mr. Kemp.ey. Mr. Chairman and members of the committee, my 
name is Chester Kempley, and I live on and operate a farm that has 
been in our family for four generations in Wisconsin. 

In submitting this testimony in favor of futures trading in onions, 
I wish to state the advantages to onion growers. 

Onion growing is a hazardous business that requires a large capital 
investment. The worst hazard we have in the business is price declines 
that leave us with a small profit or a large loss. 

By using the futures market, we can buy price insurance on our crop 
by selling our onions to a speculator, who carries our risk in a low- 
priced year. 

In a year when prices advance, the speculator is entitled to a profit. 
By using a hedging program we can stabilize our business and be 
better able to finance our operations. 

I will not quote the figures in my testimony as I know Mr. Slinger 
has them included in his. 

I believe our futures market could be improved by the Commodity 
Exchange Authority to have power to enforce certain rules which 
could be formulated as need arises. 

I think we should use the futures market in a hedging capacity only 
as a tool of our trade the same as we use a tractor, sheep shears, or 
~ other piece of machinery. 

wish to answer some questions about finances. Up in Wisconsin, 
when we first started hedging onions, our bankers were not to much 
in favor of it, but as we went along and they saw the results of it, 
they are very favorable to it at the present time. 

think that any bona fide onion grower for the pu of hedging 
his crop, I believe he can come in Chicago here and with the help of his 
broker, I believe he can get adequate finances on those hedges, use 
if you have onions in storage, and you have a U. S. 1 onion with a 
warehouse receipt and hedge on the onions, I believe you can get up 
to about 90 percent of the value on them. 
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Mr. Assrrr. Mr. Kempley, what is the extent of your production 
of onions per year? 

Mr. Kemretry. I farm between 80 and 100 acres of onions. 

Mr. Assirr. Of onions? 

Mr. Kemptey. Yes. 

Mr. Azerrr. What other operations do you have? 

Mr. Kemetey. Well, I grow about 150 acres of corn. We have 
farmed larger areas of land. I own about 2,500 acres of land in Wis- 
consin and this land has been in our family about 108 years. 

I will tell you the primary purpose, what started me to use this 
exchange. 

Mr. Assirr. Have you used the exchange? 

Mr. Kemptey. When we started growing onions out in Wisconsin, 
we didn’t know very much about the business. Consequently, we 
had some of these cash buyers come in there and they bought our 
onions sometimes as much as $2 under the market. And due to this, 
I would like to say a few words about the National Onion Association. 

This is a private organization, and I think we only have six mem- 
bers in the State of Wisconsin. And the fees are rather high. 

Mr. McIntire. I did not get the number in the State of Woscalk. 

Mr. Kemptey. Six members in the State of Wisconsin. 

Mr. McIntire. Six? 

Mr. Kemptey. Yes. 

Mr. McIntime. Thank you. 

Mr. Kemptey. And the fees are rather high in belonging to this 
association. Even before we had a board, the members of the asso- 
ciation would get their figures out before the Government report 
came out, and they would come out into the country, some of these 
people that belonged to that association, and buy the onions from the 
farmers out in the country before they realized what was happening. 

And I know in my own case when I first started growing, there were 
2 or 3 times that I would show these onions—sold them for $1 and 
$2 a bag cheaper than the actual value before I realized what had 
happened. 

Vith our futures market, you have this market here, and if you have 
a crop in storage and the price suits you, you can sell your whole crop 
right now and have 5 months to deliver them in. 

And so far as the bankers up there, they in Wisconsin after they 
learned about the hedging operations, they like it when their growers 
hedge their onions. 

I think the grower should never speculate in onions. My experience 
has been on the board that when a person places a hedge on onions 
he should wait until the price is satisfactory to him and after he places 
it he should never lift it until he actually sells the onions in the cash 
channels. 

Mr. McIntire. Could you tell me, Mr. Kempley, about how many 
producers are in your general onion-producing area, that you farm in‘ 

Mr. Kemptey. Well, within the vicinity of about 50 miles, we con- 
wider that one area, I imagine there are about 18 to 20 growers up 
there. 

Mr. McIntiee. Eighteen to twenty ! 

Mr. Kemprey. Yes, but they are all large growers. They grow 
from 50 to 150 acres of onions. 
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Mr. McIntire. Is the financing for those growers mostly out of 
their own funds or do they borrow money from their banks, et cetera ? 

Mr. Kemptey. I believe there are a few of them that have their own 
funds. I believe that the bulk of them have to finance some of their 
operations. 

Mr. McIntire. In the lending operation might that be carried on 
between the grower and his local bank or PCA, the bank or PCA 
will advance not only the deposit for the hedge operation but will 
also protect those margins if it goes against the seller? 

Mr. Kemptey. They will lend the money on a hedging operation 
but you see we have a State law in Wisconsin which I think is general 
throughout the United States, where these banks are limited by their 
= to the amount of money they can loan any one person. 

think it is up to 10 percent of their capital. And they cannot 
go beyond that amount. 

But you see we can come down through the broker to these Chicago 
banks that are familiar with the hedging operation and get all of 
the funds that are necessary, because, you see, if you have 100 cars 
of onions, it is hedged, it is a possibility in that that might involve 
maybe even up as much as a quarter of a million dollars. You see, 
some of these small banks out in the country don’t have that much 
money in the bank. 

Mr. McIntire. By the same token, would it be that the growers 
could not come into Chicago and get that type of financing? 

Mr. Kemptey. Yes, if he is a good grower with a suitable warehouse. 

Mr. McIntire. Then he could? 

Mr. Kemetey. Then hecould. I think anybody that has a good rep- 
utation and a good reliable grower could get that help. 

Mr. McIntire. Out of the number of growers in your immediate 
area there, how many do you consider are using the mercantile as a 
hedge operation to separate it from the speculative operation ? 

Mr. Meena: I would say in our area there, I would say that about 
three-quarters to four-fifths of the growers use that at sometime or 
other. 

Mr. McIntime. Yes. 

Mr. Kemptey. Some of them are just starting to use it for the first 
time this year and they have very successful results with it. 

Mr. McIntire. I believe March is quite obviously the time. 

Mr. Kemprry. You know that is an 

Mr. McIntrme. I agree when they hedge in that market, going the 
other way, they would have a different reaction to it perhaps, but cer- 
tainly the way it has gone I could go along with you that the expe- 
rience would be quite favorable. 

Mr. Kempley. I heard two growers talking the other day and one 
fellow had his on the hedge and the other did not. The fellow that 
did not, he said, “Awful to sell these $2.50 at 50 cents.” 

The other guy said, “Boy, it is good to sell these 50 cents onions for 
$2.50.” 

Mr. McIntire. Thank you. 

Mr. Kemrtey. I would just like to say a few more words about this. 
We are in a business operation which involves large sums of money. 
And we want to make a profit. We do not want to make too much 
mortey, because we do not like to work that well. 
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By using this board, the time comes, I think, that when you have 
got your onions growing in the field, it is good business if the price is 
right to hedge up to your expenses but not to hold them until you get 
them in storage. 

When you get them into storage, I think whatever amount of money 
a person figures on making, if that price ever gets there, that is the time 
to sell them, and take your profit and then let the speculator do what 
they want with them after that. 

Mr. McIntire. Thank you. 

Mr. Kemptey. I think if the growers use that plan, I do not think 
that they would be so much against futures trading in onions. 

Mr. Assrrr. Thank you very much. 

That concludes the list of witnesses furnished the committee. 

Now, are there any other producers? How many are there that 
wanttobeheard. Please eam 

You all come around. We will be glad to hear you. 


STATEMENT OF PAUL STEFANIK, UNION GROVE, WIS. 


Mr. SrerantK. First of all I have a petition from our group in the 
southeast part of Wisconsin signed by many growers and handlers and 
distributors of onions. I would like to have that put in the record. 

Mr. Azsrrr. We will be glad for you to file that and without objec- 
tion, it will be made a part of the record. 

(The petition is on file with the committee.) 

Mr. SteranrK. I want to thank the committee for giving me the 
privilege to express my ideas. Many of the things that I had intended 
to bring forward have been said already. 

But in listening to some of the rebuttals here, to put it that sy 
I would like to Bo have the time to read this statement on behalf 
of the fellow producers in my area that I have written up. 

Mr. chairman and committee members, I am Paul Stefanik, of 
Waterford, Wis., a producer of the commodities in question and a 
director of the Wisconsin Muck Growers Association. 

At the request of fellow producers, I would present my interests 
and views regarding futures trading in onions and _ proposed 
legislation. 

These views may not be held by all present today, or even by all 
the membership of the association. Therefore, I would be sure you 
understand that they primarily represent my own personal views on 
the futures by the Chicago Board of Trade. 

It is my opinion that so small and perishable a commodity as onions 
does not lend itself well to a futures trading. Since it does not have 
the widespread use nor the convertability into other products, it 
ought to be abolished or banned from trading. 

As a layman at trading and a dirt farmer, I do not know all the 
techniques of trading, but I am positively sure that futures trading 
is strangling the average producer—causing many to abandon the 
business. 

This I know from experience. Though you may be well aware 
of these facts, I am kind of glad that I put that in there because it 
has been brought up, for emphasis I’d Fike to back that statement 
with some facts. 
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First, futures trading disrupts the orderly flow of produce into 
consumer’s channels. ‘Suchaie sold for future deliveries are desig- 
nated as November, January, February, or March. 

Instead of onions being channeled into many terminals throughout 
the country in a steady manner through the deal, they are piled 
= on team track or cold storage through such dealings, especially in 

Yhicago. 

This is done during the forepart of the months mentioned, thus 
ruining our one central market by creating a market glut and causing 
greatly depressed prices. Although this takes place in Chicago, it has 
its effect all over the country in commodity prices. 

If onions were not future traded, we would have the incentive to 
ship to other centers. This would have a tendency to stabilize prices 
of our products over the entire industry and prevent any one market 
from being glutted. 

Secondly, futures trading creates surpluses in another way. It 
acts as the old support program of the potato industry, which thank 
God, is out of date. It encourages increased acreage. 

Instead of cutting back acreage in line with supply and demand, 
a few growers and many speculators have conceived the idea of more 
acres of production under their control, thus making it possible to 
manipulate the market to their advantage. 

This has created overproduction and the consequent prices that 
ee farm operation at a profit. The only one who can possibly 

nefit by this overproduction is the future trader who has dropped 
the price of our commodity in a short time from $1 to 10 cents for a 
ee bag and we pay 20 cents for the bag. 

n 


e can prove such a statement that futures oe has increased 
d 


acreages. A good many of our larger growers would normally be 
harvesting 50 to 100 acres. Yet today with financial backing from 
speculator interests, these same people harvest 100 to 300 acres 
annually. 

The funds are loaned them with the understanding of broad de- 
livery. Take these foreign interests out of our industry, and soon 
our market will return to a basic economic principle—supply and 
demand will set the price. Prices then will be in line with production 
costs, and we will be able to judge our next year’s acreage intelligently. 

Thirdly, more than any other factor, futures trading is directly 
instrumental in making a small crop with a good price potential into 
a huge crop with a modern all-time low price. This was done by 
the forementioned piling of onions in Chicago on track or cold 
storage. 

Through this method last fall’s crop met the new spring crop on the 
market, and is ruining the price of onions. By this overlapping of 
two crops, the new Texas onions are barely selling for $1.25 to $1.50 
on today’s Chicago market, and the price will decrease as the market 
dwindles to nothing. Some Texas growers will be fortunate to get 
the car numbers back on the onions they ship this year. 

Now to sum it all up, these are the three major reasons why I believe 
the futures trading of onions ought to be banned. One realizes that 
the members of the exchange, brokers and speculators and other in- 
terest will be out in force at their scheduled hearings. 
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After all onions futures not only offer an opportunity toward “easy 
money,” but gives to related fields rich fees, for example, $20 per car 
as broker’s fees and handling charges. 

By well-financed lobbying they will attempt to twist and alter many 
facts to their advantage. They may point to the futures as a method 
of insurance to those growers who desire to hedge part or all of their 
crop on the exchange. To me this is no argument—onions are not 
grain or cotton which can be changed into different products or used 
by various competitive industries. 

Since placing onions on futures trading, especially these past 2 or 
3 years more and more onion producers have been forced out of busi- 
ness through “loss prices,” and mighty few producers have made 
a decent living from them. 

It is a vicious thing when special interest groups, with no regard 
to anything but a “fast buck,” can control the livelihood and destiny 
of our producers, their wives, and children. 

I and others of my profession voice our disapproval of an infringe- 
ment of our personal freedom to a livelihood from God’s good acres 
over which He has made us stewards and overseers. 

We plead with all interested persons in Government, and particu- 
larly with this committee, to consider well the welfare of our families 
and our industry as well as the overwhelming sentiment against 
futures trading in onions. 

A vote in the affirmative on the King bill, H. R. 7920, will put an 
end to this “gambling with onions.” 

Mr. Assirr. Thank you very much for your statement. We ap- 
preciate your coming here and presenting it to this committee. 

Mr. SrerantK. Thank you. 

Mr. Ansirr. Next is Mr. Higgins. 


STATEMENT OF HAROLD HIGGINS 


Mr. Hieerns. Mr, Chairman, and Mr. McIntire, I have no written 
document to give you this afternoon, but being in the city for other 
business, I have been instructed by the Oregon Farm Bureau Federa- 
tion to come here and testify in behalf of the onion growers in Oregon. 

I represent an organization of 7,600 members oF which only, how- 
ever, about 300 are onion growers. However, being a farm organiza- 
tion interested in the economy and the welfare of all segments of 
agriculture, I would like at this time to testify in favor of the testi- 
mony put out by the Malheur Oregon Onion Growers, who have 
already testified this morning. 

In fact, Mr, Joe Saito was the first man to appear. 

I will be very brief. I do not want to labor the point. I think 
you have enough testimony. 

Just one thing I would like to bring out: The farmers in this 
country are laboring against—in all commodities their efforts are 
slow, the total of which is control, of which is being taken out of 
their hands, whether by Government warehouses or by speculation 
on a board. Their commodities and what we call orderly marketing 
of these commodities is being taken away from them. 

They should be the rightful owners of providing their products 
on the market for the consumer, and for the consumer only. 

Thank you very much for allowing me this time. 
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Mr. Assitr. We do appreciate your coming here and giving us the 
feeling of your association. We are glad to have them. 

Mr. Hieerns. Thank you. 

Mr. Aspirr. Now, Mr. Zerfas. 


STATEMENT OF JOHN ZERFOS, EATON RAPIDS, MICH. 


Mr. Zerros. At the outset I wish to mention that I never traded 
a bag of onions on the exchange. I am, however, an innocent vic- 
tim, like most of the onion growers, of the unscrupulous manipulation 
of future trading in onions. 

I am opposed to future trading in onions. My reasons, I am sure, 
are the same as you would get from all of the growers. Futures 
trading in onions is not only depriving me and my family of a decent 
livelihood, but if allowed to continue, will eventually put me out of 
business. 

Futures trading in onions destroys the orderly marketing of onions. 
Supply and demand no longer make the market. 

Let us look at the record of the past year. Our late crop was slightly 
less than 30 million bags. It was one of the smallest crops of the 
past 10 years. Yet growers are realizing the smallest return for the 
crop in many years. 

Onion futures for March dropped to the ridiculously low price of 
10 cents a bag when the price of the bag itself is 20 cents. Many 
of the growers will be forced to sump their onions because their market 
has been destroyed by the declining price of onions on the future 
board since last November. 

I personally have on hand 12 carloads of onions as of this date. 
During the past season, therefore, the futures board has had its 
most detrimental effect on me. Due to the activities of the futures 
board, my returns last year, for 1954-55 season, did not meet my 
costs of production either. In fact, for the last 3 years, storing of 
onions has not proved profitable. 

Some of the traders on the exchange stored 600 carloads in cold 
storages in Chicago during the past season. These were used as a 
club to keep onion prices depressed. If the market developed any 
strength, enough of the cold-storage onions were dumped on the market 
to depress the onion price. ; ct ks 

Futures trading of onions causes a large accumulation of onions in 
Chicago. These onions usually are of poor quality and are sold on 
the cash market for whatever price they will bring. In one instance 
a carload of these onions was delivered in a nearby town, Homer, 
Mich., for 25 cents a bag, which I do not believe paid the freight. 

It has now become a question of whether the onion industry is going 
to belong to the growers and other legitimate dealers, or whether 
it is going to be handed over to a group of unscrupulous gamblers, 
who Caste not one cent invested in the production of the crop. 

I thank you. 

Mr. Agerrr. We appreciate so much your being here. How many 
onions do you and your crop produce in acres—how many acres of 
onions? 

Mr. Zerros. Fifty. 

Mr. Ansitr. We certainly thank you for coming here. 

Mr. Zerros. Thank you. 
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Mr. Azsirr. Is there anyone else that wants to be heard? 
Come forward. 


STATEMENT OF WILLIAM B. OLIVER, HOLLANDALE, MINN. 


Mr. Oxrver. I am an onion grower. I am opposed to futures trad- 
ing of onions on the board. And I would like to talk a little more 
about private agencies and Government agencies lending money for 
hedging on the board. 

I heard Mr. McIntire mention PCA and FHA. Out in Minne- 
sota, PCA or the FHA will not lend us any money for hedging onions 
on the board. They will only lend us money for production. 

If we talk about lending money for hedging our crops, for insurance, 
they shun away from that and say that is too speculative. 

Another thing that [ am sure, is that although I do not get the 
board reports every day, and I do get Government market reports 
every day telling me the price of onions, I am sure that the onion 
buyers that come around are not going to take advantage of me, 
because anybody can get on these Government mailing market lists, 
they can find out every day either or by radio what the markets are. 

Ne obody is going to take advantage of you. 

Mr. Axzsitt. We certainly thank you. 

Mr. McIntire. On your daily market news reports, are they based 
on Chicago quotations or do you have a shipping-point quotation in 
your market news service ¢ 

Mr. Oxtver. They have both. 

Mr. McIntire. Both? 

Mr. Otiver. Yes. You can get reports from Minneapolis, St. 
Louis, Chicago. Those reports—jobbers—what they are selling for, 
and also loading reports, loading-point reports. 

Mr. McIntime. That is f. 0. b., price at principal shipping points, 
as of that day? 

Mr. Oxtver. Yes. 

Mr. McIntire. Thank you. 

Mr. Axgsrrr. Thank you again. 

Mr. Oturver. Thank you. 

Mr. Axspitt. Please come forward. 


STATEMENT OF S. ROBERT LUCAS, SECRETARY, MICHIGAN ONION 
GROWERS ASSOCIATION 


Mr. Lucas. My name is Robert Lucas, and I am secretary of the 
Michigan Onion Growers Association. I am not a grower. I am 
oo at Michigan State ees 

thought I might just give a few highlights that might point up 
some things, because I think you have had aka of repetition already. 

First of all, these farmers are producers. 

The next job is marketing. 

vee are not going to have that third job of being the speculator, 
too. I think that is covering too much ground. i, other words, 
the speculators have got it over them. 

_ Another is regular channels of delivery. Someone mentioned mul- 
tiple points of delivery. I do not know; maybe there are points but 
the condition in Michigan is that all of the onions come into Chi 


Once he has sold the onions on futures delivery might just as well 








FUTURES TRADING 155 


send them here. He is not concerned if they go to Toledo. If that 
is the case, I do not know; it could be the possibility. Here they come 
into Chicago. 

We are getting a lot of those onions. Get this picture now of the 
State of Michigan. It might be an advantage to say to points west to 
come to Chicago, but here is Michigan on the east side of Chicago, 
onions coming down here, and then they still have to be sold. 

That selling on the futures isn’t going to get to the consumer. That 
has to still go to the consumer. We are getting a lot of the onions 
right back into Michigan after they are delivered into Chicago. 

r. McIntime. Could I raise a question right there? If those 
onions that arrive in Chicago presumably for delivery and subject 
to diversion, of course-—— 

Mr. Lucas. Yes. 

Mr. McIntire. Do they come back to Michigan on the short-haul 
rate—can they divert east of Chicago or do they have to divert west 
and south ? 

Mr. Lucas. What is it, the condition there? 

Mr. Baupwin. They cannot convert on the through rate back. 

Mr. McIntire. You cannot divert East, can you? 

Mr. Batpwin. No. 

Mr. McIntire. You have to divert South and West? 

Mr. Barpwin. Yes. 

Mr. Lucas. You know the onions are now being a pri- 
marily for the big chain stores. That still has to be done. Here you 
have got an extra handling operation. Onions is something that will 
get bruised and peelers and the more times you handle them the more 
off quality stuff you get. 

I think that should be brought into the record, the increase in 
peelers and decay and less attractive onions, and the extra trans- 
portation costs also. 

Mr. Kempley indicated here how he took advantage of future sales. 
We have a lot of onion growers that, well they say it is gambling, 
and they just won’t do it. Like he indicated, his neighbor has fallen 
in it and had a loss on it. 

Just to operate during the past 3 years, the price for September 
onions was $1.07. The previous 15-year period it was $1.08. Only 
1 cent difference for the average for the last 15 years, for September 
onions. 

But in February, the previous 15 years was $1.72. That paid for 
the growers’ costs and storage and shrinkage, et cetera. Also he had 
a little gamble there. 

But in the last 3 years he has only averaged 75 cents for February 
delivery onions. 

I think, Mr. McIntire, you brought out about this hedging opera- 
tion requiring prohibitive deposits of money for most growers. 
think that is well taken. 


you. 
. Mr. Assrrr. We appreciate very much the ee ear: of being 


here with you people and hearing the views and ideas of the producers 
of onions. ; 
I would like to say at this time that there will be additional hearings. 


The plan is to have the other hearings in Washington in order that 
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other parties might be heard. Due publicity will be given to the 
hearings. 

If a producers want to attend, we will be glad to have them. I 
know the time has not been set when we will have those hearings, but 
I assure you that they will be held as expeditiously as possible in 
line with the legislative program. Due notice will be given to all 
interested parties. 

I assume we have heard from everybody that desires to be heard? 

Come forward. 


STATEMENT OF PETER VAN SINGEL 


Mr. Van Srncex. I am an onion farmer and farm between 20 and 
40 acres. I have a letter here from the Michigan Farm Bureau. 
[Reading :] 

We believe that the marketing of futures contracts in onions and other perish- 
able commodities on the Chicago Mercantile Exchange has not operated to the 
benefit of producers or consumers. 

This comparatively small volume of production and the perishability of the 
product makes possible manipulations in price which do not reflect supply and 
demand. 

We will support national legislation, such as H. R. 7920, introduced by Congress- 
man Carl King of Pennsylvania, to eliminate such futures markets. 

That is signed, “Michigan Farm Bureau, with 66,00 members.” 

Mr. Aserrr. Thank you very much. 

We will be glad to hear from you further. 

Mr. Baupwin. Mr. Abbitt and Mr. McIntire, in behalf of all of 
the members of the National Onion Association, and all of the growers 
of onions from coast to coast, who are not here, I want to again thank 
you very kindly for giving us the opportunity to present our problems 
to you. 

Thank you. 

Mr. Aspirr. Thank you so much. 

We will next hear from Mr. R.S. Kineaid. 


STATEMENT OF R. S. KINCAID, PALMYRA, WIS. 


Mr. Kincaiw. The average onion grower grows less than 100 cars 
of onions. They diversify some, but by and large they expect to 
receive the bigger portion of their income from their onion crop. I 
am an average onion grower. 

During the past two seasons we onion growers have been consciously 
brought under the influence of futures trading, so much so that the 
actions of the Mercantile Exchange are dictating our policy of farming 
and marketing. 

With over 700 cars already traded in November futures at around 
$1.50, it seems quite logical to assume that those buying these futures 
have confidence that the cash market in November will warrant their 
investment and give them a profit. 

We growers with this assurance of a healthy cash market in Novem- 
ber will increase our acreage. We will increase it again by the amount 
we hedge. With a $2 November before the 10th of May, we will switch 
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all of-our diversified acres into onions. As with all other forms of 
price support, the result is a tremendous increase in production. 

Under normal conditions most of us started marketing our onions 
as soon as we started harvesting. There was a more or less steady flow 
to market from September 1st throughout the season, with half of the 
crop gone by the year end. 

ese went directly to an unglutted market and within 2 or 3 days 
after screening were in a produce house or store. With future trading 
in control, marketing is held back until November. Then there is a 
grand scramble at the farm to move out the commitments. It will 
crowd many of us to move out 15 deliverable cars in 1 option. 

In larger growing areas the need for November screening crews 
can’t be met and some growers probably won’t get out any onions. 
These undelivered cars will be transfered over to January at the cost 
of another nickel. Half of the shipping season will be gone and there 
will be a tremendous carryover into the second half. 

All cars screened don’t meet board requirements, In order to keep 
on working, these cars must be pushed into the cash trade. Because 
they are off-grade and on forced sale, they go at a discount. 

Cars that pass shipping point ———- must be reinspected b 
the board. Some will fail to grade. ese are at Chicago, dinseasid, 
and may go for junk prices. 

Delivered board cars become stale with sitting around and won’t 
bring top prices in the cash market. Some of them fail to grade for 
redelivery and these must be sold at a discount. 

Too many onions are in Chicago, all of them to go on the cash 
market eventually and at a discount. Those cars that are shipped out 
demoralize some other market. 

With future trading abolished: We would plant a normal acreage; 
we would market our crop in a systemative manner; we would ship 
it directly where and when needed; we would not sell on forced sale 
discountable produce. 

With a large crop, we usually have quality and a low unit cost. 

With a short crop, we, the growers, obtain the higher market. 

With future trading: we plant surplus acreage; we demoralize the 
market by bunching our shipments; we force off-grade produce onto 
glutted markets at discounts; we concentrate shipments at Chicago; 
we pay an unwarranted portion of our growing expense for this 

rivilege. 
. Witha large crop, most of it is unhedged and this unhedged portion 
must go on a demoralized cash market. 

With a poor quality crop, we are unable to deliver and the cost of 
buying out of the market may very well break us. 

uture trading in onions being a reality, many of us feel compelled 
to use it. However, I am convinced that most growers believe that 
it is an evil force demoralizing our industry and forcing us to pay a 
heavy premium for so-called “protection” — ; 

Mr. Assirr. Thank you very much, Mr. Kincaid. We appreciate 
that statement. 

Mr. Kincaw. Thank you. 

Mr. Assirr. Does anyone else have a statement to make? 
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STATEMENT OF DEAN E. KINCAID, WHITE WATER, WIS. 


Mr. Kincam. I am Dean E. Kincaid, I am from Palmyra Muck 
Farms, of White Water, Wis. 


I have a paper that I would like to present for the record, if I may. 

Mr. Ansirr. You may. It will be made a part of the record at 
this point. 

(The prepared paper is as follows :) 


STATEMENT oF Dean E. Kincaip, PALMYRA Muck Fakms, WHITEWATER, WIs. 


As an onion grower trying to make a living from the business, it is essential 
that every aspect of the industry be carefully analyzed. The more the workings 
of the onion futures trading have been observed, the more solidly has been my 
conviction that it can have but a disastrous effect for the grower. This can be 
brought about by several methods, each by themselves, or in combination can 
mean trouble for the welfare of the grower. 

Eight months or more before onions are delivered on the board the speculation 
begins. Over 1,000 cars have already been traded, and this a month before 
the onions have been planted. Thus growers, even though they very seldom 
participate in early trading, are encouraged to overplant, and thus overproduce. 
Probably every year a considerable acreage is “planted for the board.” This 
ean be a great deal when the price is high, or takes a sudden spurt before 
planting, as it did a couple years ago when hundreds of additional acres were 
planted the last minute for the board. 

Normal movement of onions is changed. With board deliveries being held to 
November the tendency is to hold onions back until that date. Thus many of 
the more normal September and October sales are lost. This is greatly pro- 
nounced if board price is higher than cash price. The onions withheld tend 
to make a long supply of a short one. Later movement is bunched due to delivery 
dates. This often oversupplies the cash market with a depressing effect. 

Concentration of onions in Chicago gluts this market and the effect on cash 
sales is felt over the whole country. The combination of these two things; 
holding sales back, and concentration of large holdings in Chicago held over 
the heads of any price increases, turned what should have been a good price 
year into disastrous results. Growers lost millions in potential value. The 
board hit an all time low of 10 cents a bag, with cash enions close behind. 

In addition to the change in market patterns and stimulated production, the 
board has increased production costs for all growers. To be paid for are hedges, 
switches, re-brokering, inspection fees, both at the farm and on delivery track. 
The expense in a poor year with an undeliverable crop of trying to get out. 
There are losses due to individual rejected cars selling on a cash market sensi- 
tive to such cars. Indirectly added freight costs of board cars reshipped to 
markets outside Chicago. All these additional costs without moving one more 
onion or increasing the money received by one penny, and still the onions have 
to be sold to a legitimate cash market. Brokerage is yet to be paid for this 
normal necessary deal. 

Mr. Sexsy. I have a statement here from Cornelius Schwitema, 
which I should like to have incorporated in the record. 

Mr. Aspitr. That will be done, without objection. It will be made 
a part of the record at this point. 

(The statement is as follows :) 

My name is Cornelius Schwitema. I am an onion grower in Hudsonville, 
Mieh. I am entirely opposed to onion futures trading and I respectfully request 


this petition, signed by growers and their families in my area, be made a part of 
the official record of this hearing. 
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(The petition, referred to, is on file with the committee.) 

. Assrrr. The Chair would like to recognize Congressman Mc- 
Intire at this time. 

Mr. McIntire. Mr, Chairman, before this hearing closes, I wanted 
to express my appreciation to all of those who have attended. Mem- 
bers of the subcommittee and members of the full Committee of Agri- 
culture were very much interested that the growers of onions have 
this opportunity to express themselves as individuals, or representing 
groups. 

I want to say to you folks here who come from a number of States, 
that Members of Congress, the House of Representatives, with whom 
Mr. Abbitt and I are more familiar, have indicated to this subcom- 
mittee their interest in this problem which I am quite sure many of 
you have presented to your appropriate representatives in the districts 
which you live. 

Mr. Laird of Wisconsin, a member of the committee, thought up 
until about a day or so ago that he would be able to join us here, but 
was required to change his schedule. Other members of the Commit- 
tee of Agriculture, Mrs. Knutson of Minnesota, and Mr. Andresen, 
of Minnesota, Mr. Hagen of California, and Mr. Harvey of Indiana, 
and Mr. Hill, of Colorado, and others have indicated their*interest in 
the proceedings of this subcommittee. 

I want to assure you as one member of this subcommittee, that 
we are trying to proceed very objectively. We are trying to get the 
counsel of everyone concerned with this matter. We are anxious that 
those who trade, members of New York and the Mercantile Board 
of Chicago, have their opportunity to present their philosophy and 
what they feel is the constructive side of this trading facility. 

We are anxious, also, as the chairman has indicated, to get the 
counsel of those with the administrative responsibility and those who 
have been in research. 

So this is a hearing in the pattern that has been set forth in order 
to thoroughly analyze this matter, we hope constructively, toward 
the end that everyone may be served and served well. 

May I again thank every witness who has presented to us his testi- 
mony, and all those who have not been witnesses but who have been 
here use of their interest. 

We appreciate—and I appreciate as one member of the committee— 
the opportunity to be in Chicago on this - 

Mr. Assrrr. I might add that we received here this morning a num- 
ber of letters and telegrams from interested growers who were unable 
to be here. I want to assure them that their sentiments will be made 
known to the committee. While we were sorry they could not be 
here, we were glad to hear from them. 

e want to thank those who made the arrangements for use to use 
these facilities. It was most helpful and we indeed appreciate their 
looking after us. 

The meeting is adjourned. 
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(The following letter was submitted to the subcommittee :) 


St. Ansear, Iowa, March 22, 1956. 
Mr. Greor@r M. GRANT, 
Chairman, Agricultural Subcommittee, 
Chicago, Il. 

Dear Mr. GRANT: I am an onion grower and have grown onions every year for 
the past 85 years. I have operated with and without the Mercantile Exchange. 

My experience is that the exchange is a detriment to our markets because the 
onion production of the United States is small enough so that it can be manipu- 
lated by a small group and for this reason we seldom have a steady market. 

Therefore the onion growers and all the people who handle onions are operating 
in the dark most of the time. This is very disgusting to all the people who handle 
onions and it seriously interrupts the steady flow of onions to market. 

As a result we usually end up with too many onions and very poor prices. 
This year is a good example. Even though we started out with a very light 
crop, we end up with too many onions. 

I sincerely hope the Mercantile Exchange can be definitely discontinued, and 
request that this letter be made a part of the official record. 

Respectfully yours, 
W. Leon THORSON. 


(Whereupon, at 2: 40 p. m., the committee adjourned.) 


Xx 








